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HIGHLAND PARK STATE BANK 
Highland Park 


HIGHLAND PARK TRUST 
COMPANY Highland Park 


THE NATIONAL BANK OF IONIA 
Ionia 


UNION & PEOPLES NATIONAL 
BANK Jackson 


FIRST NATIONAL BANK & TRUST 
COMPANY Kalamazoo 


CAPITAL NATIONAL BANK Lansing 


CITY NATIONAL BANK & TRUST 
COMPANY ‘ Niles 


FIRST NATIONAL TRUST & 
SAVINGS BANK Port Huron 


GUARDIAN BANK OF ROYAL OAK 
Royal Oak 


SECOND NATIONAL BANK & TRUST 
COMPANY Saginaw 


GUARDIAN BANK OF TRENTON 
Trenton 


The above Michigan banks and trust companies are affiliated with the Guardian Detroit Union Group, Inc. 

















A ditect correspondent relation- 
ship with any one or all of this 


Bank’s offices throughout Cali- 





fornia assures you intimate, 
prompt, complete credit check- 
ings. ¢ ¢ 410 banking offices 
in 243 California communities. 
¢ * Main offices in the two Fed- 


eral Reserve cities in California: 





Los Angeles and San Francisco 


Bank of America 


National Trust & Savings Association 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 
Bank of America, a California State Bank, are identical 
in ownership and management 
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Chicago — 


5-Billion-Dollar Wholesaler 


Net sales by all types of wholesale 
establishments in Chicago, for the 
twelve months covered by the 1930 
Government census, amounted to 
more than five billion dollars. And 
representative establishments, in 
each of the Government’s forty-nine 
classifications of this wholesale 
business, have commercial accounts 
at the Continental Illinois Bank 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 
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1932 t 198: 
Will Reward Believers 


Ten years ago they gave us the 
slogan ‘£1921 will reward fighters’’ 
It did. The word for bankers today 
is slightly different. We’d say : 1932 
will reward believers! 

After all, your believer is your 
best fighter. The invincible armies 
have been the believing armies—the 
eamel riders of Mohammed, the 
Knights of Godfrey, the Ironsides of 
Cromwell. One man alone, because 
he believed sublimely through four 
years of constant disloyalty and con- 
tinuous defeat, one man alone pro- 
duced American Independence, and 
in 1932 we will celebrate the two 
hundredth anniversary of his birth. 

1932 will be as dark a year as 1931 
has been for the banker who lacks 
belief in himself, belief in his bank, 
belief in his future with that bank, 
belief in America’s economic struc- 
ture, and belief in the American bank 
as an integral necessity in that strue- 
ture. 

1932 will be a hard year but a great 
year for the banker whose beliefs 
are so invincibly enthusiastic that he 
radiates them all around him and 
forces them on his stockholders, his 
associates, his depositors and his com- 
munity. 

Rand M®Nally publications will 
devote special editorial attention and 
expanded editorial space to the do- 
ings of bankers in public service, in 
advertising, in solicitation activity 
and in news publicity. As far as we 
ean, we will help believers in one 
bank to create believers in other 
banks. 

This issue of the BANKERS MontH- 
LY might properly be called a 


‘believers’? number. 
Robert O. Lord gives the basie 
eredit facts on a large and a 


peculiarly American industry. 
Roger Leavitt and Eugene Burris 

contribute views on the National 

Credit Corporation, one from New 
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month will be worth reading, if the 
man who reads it is firm enough in 
his faith upon essential matters to 
be courageous in his willingness to 
change or renovate detailed policies. 


Banking policies are in_ the 
balance. Use what these authors say 


as a weight in the scale by which 
you appraise your own policies. Not 
your appraisal, but your attitude 
in making it will test you as a 
believer. 


The Banker And The Cost 


Of Government 


We must have insistent and determined reduc- 
tion in government expenses. 


—~HERBERT HOOVER 


The President’s Message Dec. 8, 1931 


IRECTLY and indirectly, no business 

organization pays more of the cost of 
national, state and local governments than 
the American bank. 


Bank taxes are high, bank officers are salaried 
workers through whom every bank contributes 
to income tax collections. But that is beside 
the point. The point is that every bank loan 
is, in effect, a second mortgage on property or 
income upon which taxes constitute a prior 
lien. Until the borrower has paid his taxes, he 
cannot do anything with his money that will 
add to the profits of his business, the security 
of his loans, the usefulness of his bank, or the 
safety of its depositors. 


Federal Government expenses in the 20 
years between 1910 and 1930, have increased 
$3,335,447,096 or 505%. Taking Illinois as 
typical, expenses of this state’s government 
have increased $79,909,204 or 452%. Taking 
Chicago and Cook County, Illinois, from 1910 
to 1928, as a sample city and county, expenses 
of local government have increased $615,496,- 
680 or 641%. 


The entire wealth of the United States has 
increased only 9.6% between 1912 and 1928 
(later figures not available), and its population 
only 334%, between 1910 and 1930. 


Here is a menace confronting every citizen, 
and striking directly at his pocketbook—the 
part of him which his banker is expected to 
guard. 

Here is a very real opportunity for public 
service at a time when the public requires 
re-education on the whole subject of its banks 
and bankers as public servants. 
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Has any banker considered the possibility 
of a National Association of Income Tax 
Payers, with state groups, local organizations 
and, in the larger cities, neighborhood 
chapters with the banks as a rallying point? 

Are bankers interesting themselves and 
their customers in some form of independent 


audit of state government expenses? 


Are bankers sitting on city Boards of 
Aldermen, or City Councils—in either sense 


of the word “sitting on”? 


What, if anything, are bankers doing in dis- 
charge of this responsibility of theirs? 


Two aspects of the problem should, we 
think, be carefully considered. In the first 
place, local and sectional selfishness have made 
the Federal Treasury a sort of grab-bag and 
these same feelings prevent government econo- 
mies, item by item, as they did recently when 
the administration tried to close certain useless 
navy yards. In the second place, rural con- 
stituencies are almost always deluded into the 
belief that, since cities pay the greater part of 
state taxes, it makes no difference to the farmer 
how costly his state government becomes. 


The banker must not only become more of 
a political influence than he has been, but he 
must develop himself as an educational force. 


This magazine suggests that bankers every- 
where treat the taxing bodies, federal, state, 
and local, to which they and their customers 
contribute, exactly as they would treat a 
borrowing customer whose loans were “going 


sour.”’ The wise banker does not work against 
such a customer but with him. He investi- 
gates every single item of income and outgo. 
He turns the searchlight of strict accounting 
method on every detail of management. He 
discovers economies, organizes them and, if 
need. be, enforces them. 
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Special Service To All 
BLUE BOok Subscribers 







We are constantly in contact 
with all manufacturers of bank 
equipment and supplies. Any 
Biue Book subscriber who is 
confronted with a _ purchasing 
problem is invited to relay it to 
us. We probably can answer 
helpfully by return mail. 
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Do You Buy 
Or Are You Sold 


UY and you have the bank equipment and supply 


dealers of a nation at your service. Be sold and 
you restrict yourself to the few salesmen who happen 
to drop in at an opportune time. 


Buy. Make your own purchasing 
opportunities. Secure goods that fit 
your bank at prices that fit your 
appropriation. 

Manage your buying. Don’t allow 
your buying to manage you. 

When your bank needs something, 
turn to the Classified Purchasing 
Section of your BLUE BOOK. There 
you will find a list of everything a 
bank ever buys, together with a list 
of those who manufacture them. 

If you are running low on filing 
boxes, on page 13 of the Classified 
Purchasing Section of your BLUE 
BOOK are listed 21 firms who make 
them. Should the officers or directors 
want a burglar alarm, 14 firms listed 
in your BLUE BOOK will gladly send 
you information, installation systems 
and cost estimates. 

You need more check book fillers 
and covers. There are 49 reliable 
check printers, and 44 check book 
manufacturers listed in the Classified 
Purchasing Section. 

Whatever kind of envelopes you 
need — banking by mail, coin, coupon, 
coupon window, currency, expand- 
ing, filing, lock, mailing, open end, 


mentioning THE JANUARY 1932 BANKERS MONTHLY when 


RAND MSNALLY & COMPANY 


536 South Clark Street, Chicago 


pay roll, registered mail, window— 
there are 41 envelope manufacturers 
(from 4 to 26 under each specific 
heading) listed in your BLUE BOOK. 

The New Business Manager wants 
prices and samples of home budget 
and baby books, so you turn to your 
BLUE Book and find the names of 
seven manufacturers. 

Someone in the bank needs a sig- 
naling system for his files. The vault 
custodian reports too many unrented 
deposit boxes and you are asked to 
locate the manufacturer of an attrac- 
tive sticker which will rent them. An 
officer reads about a bank which had 
good results from an electric sign, 
decides to present the matter to the 
Board and asks for prices and styles 
suitable for your bank. 

Always turn to the Classified Pur- 
chasing Section of your BLUE BOOK. 

The Classified Purchasing Section 
is only a small part of the information 
the BLUE BOOK contains that is of 
interest to you. But it is a big reason 
why you should keep a copy at your 
elbow. If you have no copy of your 
own—if your copy is not up-to-date 
—send for a new BLUE BOOK foday. 
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POLICY of strict adherence to 
sound banking principles has 
brought to this bank correspondents 
from every part of the country. They 
find here adequate facilities and 
competent counsel. 


The bank needing a Chicago corre- 
spondent will find an association that 
should prove pleasant and profitable. 


The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 
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A banking unit is the place where sits a financially and 
mentally able banker with the right to say yes or no and 








every community unit has a right to at least ope of them 


Basic. Facts On Auto Credits 
How The Banker Can Help The Automobile Dealer 


The banker’s viewpoint and the manufacturer’s viewpoint 
are harmonized here to the great benefit of the banker 
who has been in doubt regarding this important industry. 


**If thow be the leader in the field 

—hkeep thou thy armour bright.’’ 
* * * 

HIS year will be one of stern 

competition,—that is generally 
conceded. Every company, every in- 
stitution, every enterprise or under- 
taking will have to offer honest values 
based upon the greater purchasing 
power of the consumer’s dollar, if it 
wishes to survive. But what is more 
important, it will have to offer a 
reasonable opportunity for profit to 
every agency concerned with the 
marketing or servicing of its product 
—if it wishes to prosper. 

The automotive industry—largest 
customer of railroads, largest pur- 
chaser of steel, rubber, lead, and 
nickel, and upon which 10% of the 
population of the country depends— 
has recognized these needs, has 
utilized its great machinery to meet 
them. It begins the year with its 
armour bright, ready to protect its 
leadership, aggressive as ever, with 
huge resources, able leaders, splendid 
equipment, and thoroughly experi- 
enced, ambitious representatives on 
the firing line. 

The 1932 automobile values are the 
greatest values ever offered by the 
industry, and automobiles have con- 
sistently inereased quality and almost 
as consistently reduced prices ever 
since the war. 


By ROBERT 0. LORD 


President, Guardian Detroit Union Group, Inc. 


With Statements From: 


Alfred P. Sloan, president, 
General Motors Corporation. 

B. E. Hutchinson, vice 
president and treasurer, the 
Chrysler Corporation. 

Alfred Reeves, general 
manager, the National Auto- 
mobile Chamber of Com- 
merce. 

William J. McAneeny, pres- 
ident, the Hudson Motor 
Car Company. 

R. S. Cole, vice president, 
Hupp Motor Car Corpora- 
tion. 

William Robert Wilson, 
vice president and general 
manager, the Reo Motor Car 
Company. 

C. W. Avery, president, the 
Murray Corporation of 
America. 


It is tremendously important that 
the men at the head of the individual 
companies and those who direct the 
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groups of companies are men who 
have grown with the industry, who 
built the industry. These men, and 
their immediate juniors, gained their 
experience at first hand on the firing 
line. They perfected production 
and organized finance, export, mer- 
chandising, and servicing and have 
been improving every department 
year by year. 

No industry has utilized the past 
two years to better advantage than 
the automobile industry in improving 
the entire structure. Recognizing 
that the native instinct of prospective 
buyers was thoroughly re-asserted, 
waste has been eliminated. The 
money saved is passed down to the 
motor ear buyer. Production has 
been closely checked, quality has be- 
come a paramount factor. 

The automobile industry, however, 
has introduced improvements that 
will be infinitely greater factors in 
creating .better conditions than the 
improvements offered in the splendid 
new models. Some of these improve- 
ments are directed at placing the 
dealer on a sounder basis. It is no 
secret that some dealers have over- 
expanded, but over-expansion is not 
confined to automobile dealers. It 
is equally true that automobile 
dealers have found the ‘‘trade-in”’ 
and disposal of the used car a major 
problem in the conduct of their 





business. It is also conceded that in 

many many dealers are 

working in the same territory. 
However, the new 

policy of the in- 

dustry as a whole 

is that it cannot 

prosper unless the 

dealers and distri- 

butors 

Some 


eases too 


prosper. 
companies 
adopted this idea 
earlier than others, 
with the result 
that they have pro- 
eressed further in 
solidifying their 
dealerships, plae- 
ing them upon a 
sound foundation 
and offering them 
constant help to 
insure that they 
will operate on a 
profitable basis. 
The ‘‘ultra lux- 
urious’’ type of 
salesroom is dis- 


Modern methods of assembly have re- 
duced the cost of cars to the extent that 


of the automotive executives them- 
Naturally, we, as bankers, 
are not only pleased to cooperate 
with an industry 
that, depending 
upon sales, offers 
the tremendous 
potential employ- 
ment of the auto- 
mobile industry, 
but we are obli- 
gated, and it is an 
obligation we most 
willingly shoulder. 
What, then, can we 
do to help the auto- 
mobile dealers, for 
it is upon the 
dealers that the 
industry depends? 

Alfred P. Sloan, 
president of Gen- 
eral Motors Cor- 
poration, says: 
“While recogniz- 
ing that the eco- 
nomic position of 
the automobile 


selves. 





cost need not be a restricting element of 


couraged. Every- 
thing should be in 
balance with the otiier investments 
in the dealership. Men who, as a 
rule, have successful dealers 
themselves are assisting old and new 
dealers alike in obtaining the best 
possible financial set-up ; the account- 
ancy practices recommended have 
been proved over periods of years 
to be the most suecessful upon which 
the dealer can operate profitably. 
Merchandising, selling, and advertis- 
ing authorities are responsible for 
the plans offered the dealers, and 
help is available at the factory and 
in the field to put plans to the most 
profitable use. 


been 


Distributors, dealers, and salesmen 
are reported as being receptive to 
the new plans and are willingly 
adopting them. Where, previously, 
there was an objection on the part 
of the dealers to what they termed 
‘‘supervision’’ of their activities, 
there is now an acceptance of aid 
from the factory and field represen- 
tatives which would indicate a closer 
unity between factory and dealer 
than has been the case in the past. 
The result, naturally, should be 
distinetly for the better. 

When I was asked to write a series 
of three articles on ‘‘How Bankers 
Can Help the Automobile Dealer’’ 
for this publication, I accepted the 
opportunity only provided ample 
time was offered to obtain the views 
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dealer profits. 


dealer—which is 
the objective we 
are directing our attention to—is in 
no sense what it ought to be, I am 
convineed that, at least in our organ- 
ization, we have developed a correct 
attitude of mind toward what must 
be done and a full appreciation of 
the vital importance of doing it and, 
equally important, have the tech- 
nique well in hand to obtain the 
desired result.’’ 
Previously, the 


General Motors 


The New Policy Of The 
Automobile Industry 


1. The manufacturer can- 
not prosper unless the dealers 


prosper. 


2. Sales experts are em- 
ployed by the factories to 
give sales help to dealers in 
a way the dealers appreciate. 

3. Inventories are not to 
be forced upon dealers. 

4. The basis of success 
must be confidence. 

5. Help in accounting and 
business management is 
made available to dealers. 


president has said: ‘‘It would seem 
to me that the automotive industry 
has no right to expect banking 
support for the distributing end of 
the business, which is so essential in 
making the most out of each 
individual opportunity. unless the 
banker or bankers as a group have 
confidence, first, in the soundness of 
the policies of the industry and, 
second, and more particularly, of the 
individual dealer and the policies of 
the manufacturer with 
that dealer. 


respect to 


‘* As I have said, after an intensive 
study of the distributing end of the 
business over a period of 10 years, 
I am absolutely confident that, given 
reasonable, or let me say, average 
business management, a well-estab- 
lished product, the right attitude of 
mind on the part of the manufae- 
turer, a profitable business is assured 
—the degree of profit depending 
upon the individual cireumstances— 
but in any event, a profit greater 
than ean be obtained with the average 
retail operation. The banker can 
help in exerting his influence toward 
these objectives and ean also help 
by discriminating against instances 
where those are not the objectives 
and insisting upon the facts in all 
cases.”” 

Mr. Sloan, in that statement. again 
displays the ability to clearly 
analyze a difficult situation in a few 
words and to face the facts. two 
attributes that have carried him to 
the leadership of a great corporation, 
which he so worthily upholds in good 
times or bad. Should not we, as 
bankers, be ready to accept Mr. 
Sloan’s idea and acknowledge, for 
our part, that we cannot expect the 
confidence of the industry or its 
dealers, if we do not exert all our 
influence toward the objectives he 
outlines, and also help by diserimi- 
nating against instances where those 
are not the objectives? 

Mr. Sloan’s implicit belief in ‘* The 
Importance of Fact Finding”’ 
generally known and _ understood 
that it is unnecessary to reprint his 
masterful article on that subjeet in 
its entirety. It is well, however, that 
his reference to ‘‘eonfidence of the 
banker’’ be included in this article, 
for it still expresses the attitude of 
the General Motors Corporation, 
although that corporation is closer 
to its objectives at this time thn it 
was when Mr. Sloan first made his 
statement: 

“*1t is the banker who assists both 


is so 
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the manufacturing and the distrib- 
uting ends of the industry to a 
greater or less degree in financing 
their operations, hence making an 
important contribution, enabling us 
to do a larger and better business 
than would be the ease, if we were 
limited entirely to our own financial 
resourees. The commodity in which 
the banker deals is money. The 
fundamental principle, however, 
upon which his business is based is 
confidence. 

‘*As a matter of fact, confidence 
is in many cases a more important 
consideration for banker cooperation 
than individual assets. We must 
recognize that the banker is a trustee 
—he is dealing with a commodity 
that belongs to others. Confidence 
in the honesty of purpose, the ability 
and soundness of the individual or 
of the individual’s business and of 
the industry of which that business 
is a part, are essential elements in 
securing the confidence of the banker 
and obtaining the cooperation that 
we need. 

‘*Let me deal frankly with this 
phase of our problem. We must 
recognize that the attitude of the 
banking fraternity toward the dis- 
tributing end of the automotive 
industry is not, in many cases, what 
we should like to have it. We 
eannot find any fault with that 
attitude. In such cases where it 
exists, it is more than likely to be 
our own fault. By ‘‘our’’ I mean 
the dealer or the manufacturer— 
usually both. 

**To correct this situation is an 
essential part of our problem. Here 
again the manufacturing and the 
distributing ends have a_ joint 
responsibility. To my mind no more 
constructive step can be taken toward 
building a stronger foundaiion of 
banker confidence under the distrib- 
uting end of the automotive in lustry 
than to develop in the minds of the 
banking fraternity the fact that we 
are in every sense of the word masters 
of our business; that we know the 
facts concerning each and every part 
of it and their relation to the whole; 
that we know what we should do 
and what we should not do to make 
our business a dependable business ; 
that we are going to be governed by 
the courage of our own convictions. 

‘*Then we will have a business and 
industry which the banker in his 
position of trustee ean, with confi- 
dence, support. A financial state- 
ment properly developed, effectively 
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Mr. Lord’s Summary 
In Six Sentences 


1. There is a general im- 
pression that bankers classify 
all dealers as bad credit risks. 


2. None of us can find 
fault with the suggestion 
that each dealer be consid- 
ered on his own merit. 


3. We can assist in mak- 
ing the dealer a better busi- 
ness man. 


4. The used-car situation 
will then be improved. 


5. Obviously, we bankers 
owe it to ourselves to show 
that we are willing to assist 
in making local dealers better 
business men, and that is all 
the manufacturers want us 
to do. 


6. Banking has been 
brought closer to industry 
than ever before in the last 
two years and still closer 
cooperation with the auto- 
motive industry will be to 
the benefit of both. 





audited, discussed in an intelligent 
manner with any banker is a step- 


ping-stone to a relationship with 
that banker that means important 
progress in dealing with the problem 
which confronts us.” 

Naturally, if we are to work 
towards these objectives, and, with 
some variation they are the objec- 
tives of the automobile industry, we 
must know more about the automobile 
industry as_a whole, its policies, 
particularly as they concern the 
distributors and dealers, who are the 
local banker’s legitimate customers 
and with whom we ean work not 
only to our mutual profit but for 
the profit of the communities we were 
created to serve and the country, as 
a whole. 

Policies change in the automotive 
industry probably more often than 
they do in other industries of similar 
size. Not a little of the success of 
the corporations in business today is 
attributed to their ability to move 
quickly, and policies are subject to 
more frequent changes than the 
models themselves. We should be 
familiar with these changes when 
they are made, and should immedi- 
ately, to the best of our ability and 
with the assistance of the distributor, 
dealer, or factory field representa- 
tive analyze their possible effects 
upon the business of the dealer. 

In large centers, of course, this 








Automatic machinery typifies economies prevalent in all manufacturing, but it has been more highly 


perfected in the automobile industry as this millin; 


machine which handles 12 motor blocks at one 


time, indicates. 








has been done, but the whole struce- 
ture can be greatly simplified if 
bankers will work more closely with 
the automobile companies, 
automobile distributors, and 
automobile dealers, and if 
these will work more closely 
with the banker. Certainly 
a bank must analyze the 
trend of business to the best 
of its ability, if it wishes to 
be successful, and the auto- 
mobile industry is one of the 
most important pacemakers 
in all industry. 

I am privileged to give 
you the following views of automobile 
executives and I believe that if we, 
as bankers, study them, we may find 
a way to be of tremendous assistance 
not simply to the automobile indus- 
try, but to its suppliers and to the 
millions of people who are directly 
dependent upon it. 

B. E. Hutchinson, vice president 
and treasurer of the Chrysler Cor- 
poration, says: ‘‘It is suggested 
that bankers can help the automobile 
industry very materially in their 
eontacts with automobile dealers. 
For instance, they can do a great 
deal in the way of encouraging the 
dealer : 

“*To 
methods ; 

**To cooperate with manufacturers 
who, like the Chrysler Corporation, 
give the dealer the best practical 
advice on conducting his business 
and keeping track of costs as well 
as sales; 

**To conduct his used-car business 
on a sound basis; 

**To realize the importance of his 
retail business in the life of his 
community ; 

‘*To take an active part in the 
life of his community as a means of 
widening his contacts and prospects ; 

‘‘To improve himself and the 
members of his organization by 
taking advantage of such things as 
the salesmanship course offered by 
Chrysler Corporation. 

‘*Bankers can assist the automobile 
industry by taking an active interest 
in promulgating a sound viewpoint 
among the banking fraternity itself 
toward installment credit and install- 
ment paper. They can also be 
instrumental in helping to bring 
about a more liberal policy on the 
part of the Federal Reserve author- 
ities toward installment paper. 

‘*Tn this connection, such consider- 
ations as the following should be 
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practice sound business 











taken into account in reference to 
installment selling : 


one bank fails 
through malpractice, that 
does not prove that our 
entire banking system is 
unsound. The same prin- 
ciple applies to installment 


‘* Just beeause 


credit. Certain unsound 
installment sales methods do 
not affect the economic 


soundness of the principle 
itself. 

‘*About 62% of the total 
retail sales in the United: 
States in 1930 were made on 
an installment basis. This is prac- 
tically the same ratio as in the last 
few vears. In other words, the ratio 
of installment sales to total sales has 
been rather constant. 

‘‘Future income is not mortgaged 
to the detriment of business, as some 
erities of installment selling main- 
tain. The installment debt is usually 
half paid in six months and, on the 
average, is reduced altogether in 12 
months. 

‘*Sound installment credit finances 
income producing machinery, auto- 
mobiles, electric refrigeration and 
such items which are socially and 
economically uplifting and _ not 
luxuries or consumable goods. 

‘‘Our Labor Department analysis 
shows that out of a number of $2,400 
annual incomes, the average annual 
payment for installment purchases 
was only about $55, which is little 
more than $1 per week. 

‘*Moreover, repossessions during 
the depression have not seriously 
increased, the percentage of delin- 
quencies and repossessions this year 
being only slightly over the corre- 
sponding period in 1930. 

‘‘Bankers can encourage the idea 
that the automobile is a necessary 
adjunct to modern life. 


Auto'Industry Stimulates 
Other Basic Lines 


‘In this connection it would be a 
wholesome thing, if bankers gener- 
ally realized how important a factor 
the automobile industry is in its 
relation to other basic industries, in 
its purchasing power applied to raw 
materials and supplies, in its employ- 
ment ramifications, and in _ the 
stimulus which is given to practically 
every line of business. 

‘During recent sessions of state 
legislatures, scores of bills were intro- 
duced, many of which were not only 











inimical to the automobile industry 
but absolutely unsound economieally. 
They related particularly to trucks 
and buses. Weight and size restric- 
tions, having no relation whatsoever 
to the scientific facts of road con- 
struction and maintenance or the 
effect of heavy vehicle operation, 
were proposed and burdensome taxes 
suggested and, in some eases, enacted. 
The influence of bankers in such 
situations would have a very potent 
effect in preventing such needless 
and harmful legislation.’’ 


Here are the views of Alfred 
Reeves, general manager of the 
National Automobile Chamber of 
Commerce. 

‘‘The real difficulty has been to 
develop dealers into better mer- 
chants. 


‘*A large number of our manufac- 
turers have been working with their 
dealers for years. Some dealers are 
receptive, while others accept the 
help as some interference with their 
normal conduct of their business. 

‘*Dealers will be better risks for 
local bankers when they are willing 
to accept the guidance of manufac- 
turers and particularly of their 
bankers, the former because he knows 
the industry and the latter because 
he knows local conditions. 

‘‘Ask the dealer to have proper 
accounting methods. 

‘‘Tnsist on better merchandising 
of used cars. By that I mean not 
alone taking them in at a proper 
price but that a dealer should not 
fool himself as to their value, when 
the time comes to sell them. 

‘‘Suggest to the dealer that he 
refrain from drawing out a dispro- 
portionate amount as salary. 

**Unless they appear to be radic- 
ally wrong for his territory, the 
dealer should be willing to carry out 
the suggestions of mantfacturers as 
to advertising, sales conditions and 
selling plans generally. 

‘‘T thing bankers from time to 
time can help improve the situation 
materially, if they will refer occasion- 
ally to its importance in the com- 
munity as a circulator of money; as 
a building of real estate values; as 
an efficient means of quick transpor- 
tation for inhabitants. 

“Of its big employment of labor, 
both for sales and service and 
through the manufacturer, of the 
value of the industry as a producer 
of raw products from practically 
every state in the Union whether it 
be cotton in the south; textiles from 
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New England; glass from the middle 
west or leather from the plains.’’ 

William J. MeAneeny, president 
of the Hudson Motor Car Company, 
believes that : 

‘*First of all, I do not think there 
is any group of merchants that 
should be elassified as bad credit 
risks, and I think the classifying of 
automobile dealers as such is unfair, 
and that statements of this character 
are unwarranted, not conducive to 
good feeling nor likely to hasten the 
return of a prosperous condition. 

‘It would not be fair to classify 
bankers as bad business men because 
of the many failures among them 
during the past two years. 

‘‘The merchant who succeeds as 
an automobile dealer must know and 
attend to his business, which has 
developed complexities not antici- 
pated by the great majority, nor 
understood by a large proportion of 
those who have failed. 

‘‘To remain in the business, an 
automobile dealer must be a good 
merchant, and unless he is and will 
qualify to the satisfaction of the 
banker, he should individually be 
considered a bad credit risk. 

‘“‘There are many able business 
men operating as automobile dealers, 
and they are entitled to the same 
support that is given to the average 
merchant who is performing a service 
to the community. 

‘‘T believe, if bankers could 
promote the encouragement of indi- 


What Bankers 
Can Do 


1. Analyze the trend 
of the industry. 


2. Encourage (or in- 
sist upon) sound business 
practices by dealers. 


3. Encourage dealers to 
take advantage of all 
helps offered by the 
manufacturer. 


4. Analyze the success 
of installment selling as 
applied to automobiles. 


5. Insist upon accounts 
that show the dealer and 
the bank where the busi- 
ness stands from month 
to month. 


vidual consideration and cancel out 
the effects of statements derogatory 
to the automobile dealer as a class, 
it would be a worthy effort.’’ 

R.S. Cole, vice president in charge 
of sales of the Hupp Motor Car Cor- 
poration, suggests that : 

‘‘There are many responsible 
motor car distributors and dealers 
throughout the United States who 
are justified Mm expecting help sand 
cooperation from their local banks. 
If this financial help is given to such 
men, the bank should be vitally 
interested in the progress which is 
made each month. By a eareful 
study of monthly profit and _ loss 
statements, the banks can keep in 
constant touch with the progress 
being made by the distributor or 
dealer; it can be readily ascertained 
where the profits came from and 
where the losses take place. 


Study Franchises Carefully 


‘*T believe that bankers should 
make a careful and complete study 
of distributor and dealer franchises 
as offered by various manufacturers. 
For instance, what is the attitude of 
manufacturers on the subject of 
repurchasing new and unused ears, 
should the manufacturer cancel the 
distributor’s contract? What pro- 
visions are in the contract between 
the distributor and the dealer in 
regard to the distributor repurchas- 
ing such ears upon the contract being 
cancelled? What are the provisions 





in regard to repurchasing the parts 
stock of distributors, and, in turn, 
distributors repurchasing the parts 
stock of dealers, upon cancellation? 

**T still believe the greatest possible 
benefit can come from a campaign 
which will foree distributors and 
dealers to trade on a basis that their 
gross profit will not be dissipated by 
over-allowances on used cars— 
brought about by such action being 
taken by competition and the desire 
on the part of such distributor or 
dealer to sell a new ear. 

‘‘It cannot be expected that the 
motor industry will prosper to any 
great extent without the support of 
banks throughout the United States, 
and we are of the opinion that one 
of the reasons why this support has 
been withdrawn is becduse of the 
unsatisfactory manner in which 
many distributors, and the majority 
of dealers, operate their business. 

‘‘There is just one feature which 
makes this operation so unsatisfac- 
tory: The profits which should 
accrue to a distributor and dealer 
are given away in excessive used-car 
allowances. 

‘*We cannot help but feel that the 
banks ean control this situation to 
a certain extent, by refusing to loan 
money to distributors and dealers 
who do not operate their business on 
a reasonable basis. 

‘*Certain manufacturers are mak- 
ing this problem more difficult. than 


(Continued on page 44) 





Perfection of product is assured these days by gang tools. This gigantic reamer works fast and with high accuracy. 
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~ The New Credit Corporation Has 






Renewed Public Confidence 


This encouraging report from one of the states whose bank- 
ers were most worried is sufficient to make every banker in 
America a member of The National Credit Corporation. 


EFORE President Hoover's plan 

for The National Credit Cor- 
poration was announced, about 50 
lowa bankers called to Des 
Moines, lowa to attend a meeting 
which was addressed by James B. 
McDougal, Governor of the Federal 
Reserve Bank of Chicago. 

I think I have never seen such wor- 
ried expressions on the faces of a 
group of bankers as | saw that day. 
Banks were being closed in lowa 
every day. We had already lost far 
more than our share. All of us won- 
dered what was going to happen to 
our institutions. 

When Mr. McDougal explained the 
plan of The National Credit Corpor- 
ation, which he said was soon to be 
announced by the President, the ex- 
those bankers’ faces 
changed as if by magic. Every one 
of them saw what a beneficial effect 
this was going to have upon banking. 
To a man, everyone was enthusias- 
tically back of: the program, and 
everyone promised his support. 


were 


pressions on 


State Association Promotes 


Membership 


After we got back to our banks, 
The National Credit Corporation was 
announced. Then our State Bankers 
Association held meetings with 
groups of bankers in various parts 
of the state. Our group met at Cedar 
Rapids. The largest dining room in 
the hotel was filled to capacity. There 
must have been some 200 bankers 
there. 

The plan was explained in more 
detail and met with whole-hearted re- 


sponse. We were then given the 
necessary information and blanks 


for making our subscriptions to the 
Corporation. We were told to take 
these back and to get our directors 
together as soon as possible in order 
that the plan might get under way. 
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By ROGER LEAVITT 


What The Credit 
Corporation Did 


1. Changed bankers’ fears 
to confidence. 


2. Started bankers to 
building up their institu- 
tions. 

3. Restored the confidence 
of depositors. 


4. Brought money back 
into the banks. 


5. Applications for loans 
amounting to $1,500,000 
from the National Credit 
Corporation were cancelled 
just before Thanksgiving at 
Des Moines, Iowa, because 
conditions had so improved. 
Farm values have increased 
and there is a general im- 
provement in the economic 
outlook for smaller banks. 


“Mr. Leavitt has stated the 
situation so fully and clearly that 
I do not think of anything to 
add. The Corporation is doing 
good work and he has pointed 
out the principal advantages 
which banks and their commun- 


ities are enjoying as the result 
of the operations of the Cor- 
poration.” 


GEO. M. REYNOLDS 


Chairman of the Board, National Credit 

Corporation, Chairman, Executive Com- 

mittee, Continental Illinois Bank and 
Trust Co., Chicago 





The directors of our bank were 
ealled together the next day, and 
readily approved the plan. I under- 





Vice President, Cedar Falls National Bank, Cedar Falls, Iowa 


stand that most other banks acted 
favorably almost at once. 

Then the members of our county 
association got together and had an- 
other meeting, and the enthusiasm 
grew still more. 

We saw to it that our local news- 
paper was fully informed on the mat- 
ter, and articles published reassured 
the general public and made it clear 
that the Cedar Falls National Bank 
had subscribed to the National Credit 
Corporation. This undoubtedly gave 
the feeling that either our bank was 
strong enough to lend its financial 
aid to banks which were not so 
strong, or else it was putting itself 
in position to borrow in case of neces- 
sity. 

We do not believe that we are go- 
ing to need to borrow. The only thing 
that might cause us to use the facil- 
ities of the Corporation would be an 
unexpected and serious run. This, | 
believe, has been avoided by the 
psychological effect this new organ- 
ization has had on every one. 

It was not long until we began to 
see the effect on the general public. 
Deposits in most of our banks be- 
came stable. Withdrawals were less 
and there were some ‘new deposits. 
In several banks in our vicinity, the 
deposits actually increased. 

Depositors came in and _ talked 
with us about the plan and our re- 
assurance sent them out as informed 
messengers to talk with the rest of 
the community. 


Corporation Notes An 
Investment 


I am not sure just what funds were 
used by other banks to make this 
subscription, but in our case we used 
funds that would otherwise have been 
invested in bonds. We feel very 
much pleased with this investment. 


(Continued on page 44) 





THE BANKERS MONTHLY JANUARY 1952 











“‘We must handle each emergency as our own individual problem and not wait for laws or improved business conditions.” 


Ways To Forestall Losses 


The right policy today may prevent a destructive loss at the 
time of the next business decline. The author suggests basic 
policies that you may check against in examining your own. 


LL your deposits are demand 

obligations. Sometimes we foo! 
ourselves by thinking that time and 
savings deposits are not subject to 
demand. When a man _ deposits 
money in your bank, he expects to 
get it back when he wants it. 

Your bank has the interest of its 
community at heart. A new factory 
is started and your customers take 
the stock. They haven't the money 
at hand to pay for it and they bor- 
row it from vou with the stock as eol- 
lateral. If the faetory succeeds from 
its opening, all well and good; but if 
it takes time to prosper or if it does 
not succeed, you care left with a 
frozen note. In the very nature of 
this you have the bag to hold. 

The way to do it is for you to put 
into operation in your bank the prin- 
ciples that will avoid losses today, 
tomorrow, and 10 vears from today. 
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By MAX B. NAHM 


Vice President, Citizens National Bank, Bowling Green, Ky. 


A careful survey of banking today 
suggests the following methods as 
completely indispensable in strong. 
safe, and profitable bank operation: 


Basic Principles 


New banks, to be hereafter chart- 
ered, must be big enough to stand 
up. In the last 10 years, 71% of the 
bank failures have been in banks with 
less than $50,000 capital, and 88% of 
the failures have been in banks with 
less than $100,000 capital. 

No new bank should be chartered 
with less than $50,000 eapital. I 
would say $100,000, if we could get 
the amount through the legislature 
and congress. 

We have too many banks now, and 
so. if the territory is well served with 
banking facilities, no new bank 
charter should be granted that would 


endanger the old and new institu- 
tions. 

We want no more experiments in 
banking. A charter should be 
granted only to men who are thor- 
oughly experienced in banking busi- 
hess. 

The question of bank reserves is a 
much disputed one. The reserve of 
the old national bank law was 15% 
for small towns and 25% for larger 
ones. This was changed in 1914 to 
12% for small towns and 15% for 
larger ones. In 1917 it was changed 
to 7% for small towns and 10% for 
larger ones. Experience has demon- 
strated that this was a mistake. How- 
ever, most banks now are conforming 
to the old rule of holding 15 to 20% 
cash reserve. 

Now, the secondary reserve should 
be equally as much and it should be 
in high-class securities, beeause it is 
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what you are going to use for money 
when necessity arises. Such second- 
ary reserve should consist of bankers’ 
acceptances, Government certificates 
and bonds, high-class industrial 
bonds, and prime commercial paper. 

Most banks show a loss in their 
bond account. Some do not. I know 
of one bank that has a profit of $41 
a share in its bond account alone. 
Buying bonds is an art in itself. It 
is well to subseribe for one or two 
bond services, Moody’s, Fitch, or 
Standard Statistics. When you need 
bonds, write to your correspondent, 
but be careful there, for sometimes 
your correspondent has bonds to sell. 

Then analyze your bond in your 
service and when you have finally 
coneluded, submit it to the research 
department of the service before you 
buy. 

You want no real estate bonds for 
they are not liquid; neither do you 
want any foreign bonds, for there are 
plenty in the United States to serve 
your purpose ; and after a while, you 
will get to the point where it is an 
outing to spend an evening with your 
bond book. 


Real Estate Collateral 


Now, I am going to say something 
that I do not expect you to agree 
with. I sincerely doubt whether any 
bank which takes deposits should 
accept as an original proposition real 
estate notes as collateral, unless these 
mortgages are potted into a blanket 
mortgage and sold to return direct 
money. 

Conversely, I do not think that 
institutions making a business of tak- 
ing real estate mortgages should have 
deposits. This should be left only to 
real estate loan companies, insurance 
companies and Federal loan com- 
panies. This is no wild theory of 
mine, but is actually proved in 
Canada. 

The best test of whether a loan is 
a capital loan or not is whether the 
customer cleans it up at least once a 
vear. 

I have often said that the only way 
to make money out of time deposits 
and savings deposits is not to pay 
over 3% on them and then not take 
them. 

There are short periods only, as, 
for instance, two years out of ten or 
two months out of a year, when profit 
can be made by borrowing money, 
whether you borrow it from the Fed- 
eral Reserve, your correspondent, or 
your depositors in the shape of time 
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The Seven Ways 


1. No new bank should 
be chartered with less than 
$50,000 in capital. 

2. A charter should be 
granted only to men who are 
thoroughly experienced in 
the banking business. 


3. The bond account 
should make a profit- and 
never a loss—the help of a 
security rating service or a 
correspondent bank should 
be sought. 


4. Demand or time depos- 
its should never be put into 
real estate bonds or mort- 
gages. 

5. If mortgages are to be 
dealt in, the business should 
be handled by a mortgage 
loan company separately or- 
ganized for the purpose. 


6. We must charge for 
services rendered customers. 


7. We must handle each 
emergency as our own indi- 
vidual problem and not wait 
for laws or improved business 
conditions. 


deposits. It is wise to borrow in 
emergencies, but when you add the 
cost of doing business to the expense 
of the loan, it seldom leaves a worth- 
while margin of profit. 


Charging For Service Rendered 


I have said that a bank is like a 
merchant. A merchant gives you for 
nothing only the wrapping paper 
and twine, and lately has cut out the 
twine with a paster. It is well for a 
bank to give every kind of service 
germane to such an institution, but 
the bank must follow the European 
system and charge for it. About one- 
half the banks in the United States 
have put in service charges. Many 


of them will follow it up with all 
kinds of activity charges. This is the 
only hope for the bank’s salvation. 
The cost of carrying small deposits 
and banking operations must be cov- 
ered with a charge. 

Cliff Rodes, one of the greatest 
bankers that Kentucky ever pro- 
duced, frequently said that no money 
could be made out of public fund 
deposits. They come in at the wrong 
time and go out at the wrong time, 
and if you buy bonds to cover, the 
bonds will go down and leave you 
with a loss. So I would not bid up 
for public funds beyond the 3% you 
pay for time deposits, less the 
amount of the bond if you pay it. 
There is seldom money to be made 
in it. 

As I am a Federal Reserve diree- 
tor, I shall not talk shop; I shall only 
point out the fact that of the 1,345 
banks which closed last year, only 
188 were members of the Federal 
Reserve System, and of the 778 that 
closed the first 7 months of this vear, 
only 166 were members. The Fed is 
a never-failing source of money when 
needed, if you have the eligible 
paper. 


It Is Up To Every Banker 


Now, all this is our job. There is 
no simple statement of the present 
problem. Cheaper credit will not do 
it; it is too cheap already. National 
conferences such as have been held 
by the House of Representatives, the 
Senate, and the United States Cham- 
ber of Commerce have accomplished 
nothing definite. Billion-dollar pub- 
lie works are not doing it. 

Government price fixing cannot 
do it; that has been a failure. A 
year’s moratorium only gives you 
more time to think about it. Inter- 
national bi-metalism on]y complicates 
the problem. State guaranty of de- 
posits has been a failure. 

The task is before each banker in 
his bank with his board and his cus- 
tomers at his desk. 

Out of the present school of expe- 
rience will arise a proper solution of 
our bank problems, not in terms of 
law, but in the persons of competent 
bankers. 

Men grow stronger and more self- 
reliant, when they are obliged to do 
so. This depression is a debt that we 
have ineurred by a world’s follies, 
faults and bad judgment. 

Let us pay it off as a bad ship- 
wrecked adventure, by gallant con- 
duct. 
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When one of your manufacturer customers starts a shipment on its way to a foreign port, he 
must be sure that neither the oe nor the terms of sale conflict with the habits, customs, 


usage, morals, or religious be’ 


consigned. 


iefs of the people of the country to which the goods are 


Get Help For Your Exporters 


From Seaboard Banks 


Technical knowledge is not enough these days. A 
business man needs to be a sociologist. This applies 
especially in foreign deals. Here is a source of help. 


HE American manufacturer has 

shown many able qualities in re- 
gard to foreign trade. The great in- 
ereases that have heretofore been 
shown in our exports are proof of 
this, Recent decreases are partly due 
to causes outside of his control and 
partly to the defects of his virtues. 

Thus he owes much of his success 
to his natural optimism, but an ex- 
cess of optimism, which has been 
manifested in some eases, has led to 


losses. The command that he has 
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By ELIOT NORTON 


Interstate Trust and Banking Co., New Orleans, La. 


often had over very large sums of 
money has sometimes intensified his 
optimism, for it has led to the idea 
that expenciture of money would of 
itself gain business. 

Sometimes this conception has 
worked out satisfactorily, sometimes 
it has not. It by no means follows 
that the large profits or excellent re- 
sults that have followed the expendi- 
ture of millions in the United States 
will be followed by the same profits 
and the same results in foreign coun- 


tries regardless of funds expended. 

All this emphasizes the necessity 
of the most careful preliminary in- 
vestigation before embarking on for- 
eign ventures. Our manufacturers 
have, through many hard lessons, 
learned the necessity of investiga- 
tion. Now-a-days these preliminary 
investigations rarely fail on the tech- 
nieal side. But, speaking broadly, 
they often fail on what may be called 
the human side. Or, to use a more 
elaborate phrase, on the factors which 
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make a foreign country and its peo- 
ple different from the United States 
and its people. This is the point I 
wish to dwell on. 

Suppose a manufacturer wishes to 
introduce some particular line of 
goods into a foreign country. We 
will assume that the factors 
which have made the line profitable 
in America exist in the foreign coun- 
try and should apparently make the 
line equally profitable in the foreign 
country and yet it may be that some 
habit. custom, folkway, usage, moral 
or religious belief may exist among 
the people of that country that would 
make sales much less or even prevent 
them altogether. 


same 


Foreign Customs Should 


Be Known 


While our manufacturers are 
learning how vital these matters are, 
they have at times failed to give as 
much attention to them as they 
should. Innumerable _ illustrations 
could be given of this neglect. I do 
not wish to give actual cases 
for they could be traced and 
would reflect on this or that 
manufacturer's lack of knowl- 
edge of the world, and of the 
infinite variety of habits, 
morals, usages, customs and 
beliefs among the various 
peoples. 

The underlying causes for 
these wide differences often 
spring from some power that 

{ overrides all salesmanship or 
power of money and makes it 
hopeless to try to introduce 
certain lines of goods. 
Some people have de- 
veloped usages which 
are founded on the 
requirements of their 
prevailing climate or 
on certain expendi- 
ture of money, to sell 
them goods that vio- 
late these require- 
ments, conceptions or 
dictates. 

Now many of the 
customs, usages folk- 
ways, and so on, that 
would stand in the 


PARI anit 


‘ way of the introduc- 

i tion of goods readily 

; sold in America are 

; not obvious to the technical expert, 

; nor to some person sent to a foreign 
eountry for only a few weeks or 
months in it. He is entertained, 


spends much money and, with the 
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Four Important Items 


On Exporting 


1. Successful exporting 
must be preceded by careful 
investigations, both techni- 
cal and sociological. 


2. It may be that some 
habit, custom, folkway, us- 
age, moral, or religious belief 
may make it impossible to 
sell an article in a certain 
country. 


3. Information regarding 
the beliefs of a people is not 
easy to get. 


4. The best source of help 
on the habits and beliefs of 
a people is the seaboard bank 
that has daily transactions 
with that country. 


| 

H best of intentions, never sees 
i the heart of the people. He 
[, sees only the surface of 
% things. So many men are good 
} technical experts and so few 
| are good observers! 


In this connection what is 


\f important to consider is that 
fi many of these obstructing 
| habits, customs, and _ beliefs 
are not apparent until one 


has lived with a foreign peo- 
ple in intimacy. They 
are even sometimes 
kept secret from a 
foreigner or one hold- 
ing different beliefs. 
It has often happened 
that the manufac- 
turer has discovered 
them only through 
the difficulties his 
salesmen meet with, 
after he has spent 
much money on get- 
ting started. 

What is considered 
‘‘vood manners’’ va- 
ries in different coun- 
tries and _ salesmen 
who may have ‘‘ good 
manners’’ in America have often 
been considered by people of foreign 
countries to have ‘‘very bad man- 
ners.’’ As a result, they have failed. 
Thus. broadly speaking, the losses 





of our manufacturers have oftener 
arisen from failure to have a report 
on conditions by a good general ob- 
server rather than from any lack of 
technical information. 


How The Banker Can Help 
The Manufacturer 


How can the banker help the 
manufacturer? It is not to be ex- 
pected that many banks ean. It is 
too much to ask the average banker 
in an interior state to be familiar 
with the matters I have suggested. 
But in all our large export cities. 
there are banks that have relations 
with foreign countries and so have 
hecome more or less familiar with the 
usages, eustoms, and beliefs of the 
people of this or that or many for- 
eign countries. Some have represen- 
tutives in these countries. 

Such banks can often give help to 
manufacturers. And I know of no 
such bank that (quite irrespective of 
whether it would obtain business or 
not) would not be glad to help any 
manufacturer customer of an_ in- 
terior bank with what it knows. 

This help might be of great value. 
Our Bureau of Commerce aids the 
manufacturer greatly, but its infor- 
mation cam often be greatly supple- 
mented by what some bankers know 
from practical experiences. 

Let me give an illustration. Be- 
cause of interests this bank had in 
Brazil I had to spend several years 
in that country. Certain things that 
| was able to learn in the interests of 
my bank’s customers were found to 
be of real use to one of the depart- 
ments of our government in revising 
their most important publication re- 
specting Brazil, even though their 
own sourees of information were of 
the best. 


‘ 


Manufacturers Need Advice 
Of Men Familiar With 


Foreign Customs 


This is not to throw a boquet to 
myself but to emphasize the whole 
point of this article: What our 
manufacturers need more than any- 
thing else in regard to the expansion 
of their business in foreign coun- 
tries is the observation of this or that 
one who has very likely no technical 
qualifications but who can advise 
them on those peculiarities which 
distinguish foreign countries and 
their people from the United States 
and its people. 
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Cooperation means essentially the saving of a little of the other fellow’s time now in the 
interests of having him save a little of your time later. 


If | Were A Bank President 


I would give every employee a book- 
let defining standard procedures. 


A’ I see it, there is every reason 
to use all the machines in a bank 
that its volume of transactions jus- 
tifies. But there are certain me- 
chanies of bank procedure which still 
require human machines and always 
will require them. The bank itself 
is or ought to be one vast human 
machine, 

When you stop to think of it, the 
only thing a bank has that is worth 
considering at all is its organization 
of personalities. One good $10 bill 
is as good as another. Checks and de- 
posit slips are thoroughly standard- 
ized. The difference between teller’s 


THE BANKERS MONTHLY JANUARY 


1932 


The last of a series 


By R. E. PORTER 


cages is not worth mentioning, but 
the difference in massed personality 
between bank and bank is sometimes 
astonishingly great. And nearly al- 
ways this massed personality is good 
or not aceording to the bank’s leader- 
ship. 

If | were a bank president, I would 
get busy today on a booklet which 
would be put in the hands of every 
new employee and which any em- 
ployee who had been in the bank as 
long as six months would be expected 
to know substantially by heart. It 
would not be in the least like the sug- 


vested draft that | am about to give. 
because every paragraph and almost 
every sentence would be full of spe- 
cifie references to the particular bank 
I was heading. But it would cover 
six main topies with four main sub- 
divisions under each. 

It would be called ‘‘ Approved 
Procedures in the Bank”’, 
and its table of contents would read 
somewhat as listed in the panel on 
the next page. 

Most of the points listed will sug- 
gest their own treatment, but a para- 
graph or be of 
value. 


two on each may 
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Accuracy 


Accuracy needs no extended dis- 
cussion here. It is the foundation 
stone of customer good will. When 
a department store makes an error, 
it is merely annoying. When a bank 
makes an error, the customer begins 
to believe that nothing in this world 
ean be trusted. 


Inaccurate figures are not the 
main difficulty. Knowing whether to 
use the prefix Miss or Mrs., knowing 
correct names and initials, particu- 
larly of a married woman, knowing 
when a customer changes his address 
and having accurate files of prospects 
as well as of customers will do more 
- to inerease good will and actual busi- 
ness than any other single thing I 
know of in banking procedure. With 
everyone in the banking plant awake 
to this fact, accuracy is possible. On 
any other basis, it is very difficult. 

Publishers of newspapers, direc- 
tories and even telephone books tell 
me that bankers seem singularly re- 
luetant to fill out blanks with com- 
plete accuracy, even though every 
fact and figure asked for is a matter 
of public record. A bank of which I 
‘were president would tell anybody 
who wanted to know anything about 
it exactly what he deserved to know 
as soon as he asked for it. If he was 
asking for information he did not 
deserve, we would tell him why he 
ecouldn’t have it—immediately. 


Whenever a newspaper announce- 
ment or advertisement was to be 
made, it would be checked for ac- 
euracy by the clerical personnel just 
as carefully as would a depositor’s 
statement. 


Speed 


Speed in the cages and on the 
books may be taken for granted here, 
though the booklet I would issue, if 
I were a bank president, would give 
carefully adjusted regulations in this 
regard and specific procedures for 
carrying them out. 


Speed in getting mail to the par- 
ticular man who should answer it, 
in giving that man all the details he 
needs for his answer, and in getting 
his letter out for him is a point on 
which some banks are weak. I have 
waited days and weeks for replies to 
letters and then had no really satis- 
factory explanation of why the reply 
was delayed. If I were a bank presi- 
dent, any letter which was not going 
to be answered on the day of its re- 
ceipt would be acknowledged that 
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Contents Of An 
Employees’ Booklet 
Of Bank Procedure 


1. Accuracy 

a. In accounts and figures. 

b. Innamesand addresses. 

c. In all printed or verbal 
announcements. 

d. In all information given 
out for reference books 
or to publications. 

2. Speed 

a. In the cages. 

b. On the books. 

c. In handling mail. 

d. In discussing matters 
with customers. 


3. Promptness 


a. In arrival 
b. In distribution of mail. 
c. In decisions on loans. 
d. In decisions on pur- 
chases. 
4. Courtesy 


a. To small customers. 
b. To dissatisfied custom- 
ers. 


c. In refusing requests for 


loans, information or 
services. 

d. In dealing with sales- 
men. 


5. Cooperation 
a. Between employees in 
the same department. 
b. Between departments. 
c. With other banks. 
d. With customers. 


6. Sales Attitude 

a. The customer be 
pleased. 

b. The “trade up” idea. 

c. The “tip” spirit. 

d. The actual production 
of business by every- 
body in the bank. 


* LJ 
day and then answered as soon as 


possible. 
Speed in decisions is the biggest 


point that I would emphasize. Even 
the employee who is not authorized 
to decide a question should be instan- 
taneous in telling the customer he is 
not the authorized decider and in 
putting the customer in touch with 
the man who is. Banking is the job 
of saying ‘‘Yes’’ and ‘‘No.’’ Noth- 
ing else in the business really counts 
at all. And nothing makes Yes so ac- 
ceptable or No so easy to take, as 
promptness in handing them out. 


Courtesy 


Courtesy may be passed over with 
two tips out of the many that will 
oceur to any banker. Enforce cour- 
tesy to the young and the poor and 
you will have little difficulty in get- 
ting it for the rich and the dignified. 
Enforee courtesy to the people who 
have something to sell your bank, if 
you expect courtesy for the people 
who have your bank to sell. If I were 
a bank president, I would set the 
example and enforce the precept 
that our bank emphasizes its strength 
by its kindness. 


Cooperation 


Cooperation means essentially the 
saving of a little of the other fellow’s 
time now in the interests of having 
him save a little of your time later. 
A good way to start off is with a daily 
officers’ meeting and an officer’s con- 
fidential daily bulletin in which each 
senior man tells all other senior men 
the things about himself and _ his 
work that he thinks they ought to 
know. 


The Sales Attitude 


The sales attitude and the spread 
of that attitude through the whole 
banking force is particularly the 
president’s job. One good way to 
put it is this: ‘‘ Treat customers like 
prospects and prospects like eus- 
tomers. ’’ ‘ 

Another good thought is ‘‘ Never 
let a customer get away from you 
until you have offered him some serv- 
ice of the bank that he is not now 
taking.’’ It is a good thing to reward 
new business tips and to keep the 
whole force alive for new business 
opportunities. 

Last of all, there is nothing so good 
for bank procedure in all the six 
divisions as a system that encourages 
the actual production of new busi- 
ness by everybody in the bank—a 
permanent new business drive with 
rewards justly, publicly and liber- 
ally given. 
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OMMERCIAL banks, so-called, 

have reached a point where 
about two-thirds of their loans and 
investments are non-commercial in 
character. 

In 1920 commercial loans (all 
other loans) of reporting member 
banks amounted to about 56% of 
total loans and investments. By 
1928, they had declined to 43% and 
by 1931, to about 35%. For report- 
ing banks in New York City, the 
rate shows even lower. 

The departure from commercial 
banking may be further illustrated 
by the decline in commercial paper 
eligible for rediscount with the Fed- 
eral Reserve. Whereas three years 
ago such commercial paper was in 
the neighborhood of $4,- 
600,000,000, it had de- 
clined in June 1931 to 
only $3,198,000,000. 

A counterpart of these 
movements has been an 
increase in time deposits 
relative to demand de- 
posits. This drift reflects 
a tendency to increase 
the proportion of the 
bank’s funds which are 
in relatively fixed capi- 
tal. It measures a tend- 
ency toward develop- 
ment of a savings bank- 
ing business at the ex- 
pense of a commercial 
banking business. 

Many banks have ecar- 
ried this tendency to 
such extremes that they 
have become little more 
than glorified investment 


trusts holding _port- 
folios of government 
bonds and_ collateral 
loans. 


The drift away from 
commercial banking to 
a wide variety of activ- 
ities was partly respon- 
sible for the excesses of 
speculative finance, 
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Back To Commercial Banking 


The banks of America have experimented with the policy 
of long-time investment of customers’ deposits. The 
author here weighs the lessons of that experiment. 


By LIONEL D. EDIE 


of Capital Research Corporation, New York Cjty 
Author of “The Banks and Prosperity” 


There was relatively little prior in- 
flation of commercial credits leading 
up to the depression but, as everyone 
knows, there was a tremendous prior 
inflation of speculative credits. The 
period of prior inflation is always ex- 
tremely infportant because it indi- 
cates the direction in which sins of 
excess are being committed which 
must afterwards be paid for by cor- 
rective readjustments. 

In the present situation, the sins 
of prior inflation were not commit- 
ted in the field of commercial credits. 
Consequently, there was no crying 
need for a drastic liquidation of com- 
mercial credits as a subsequent cor- 
rective. 

In spite of this background, the 





We have begun to learn that notes of local industry or farming may be more liquid 
than long-time obligations of distant enterprises. Commercial banking must always 
deal with short-term liquid credits. 


mania of liquidation seems to have 
struck the commercial field as well 
as all other fields. Liquidation seems 
to be no respecter of persons, and 
even though there was no serious 
prior inflation of commercial bank- 
ing, nevertheless the commercial bor- 
rower has not escaped the havoe of 
the liquidity complex. 

The banks of the country report a 
reduction of about seven billions of 
dollars in loans during the past three 
years. It is impossible to determine 
what proportion of this total was 
commercial and what proportion was 
otherwise. But it is certainly true 
that a very substantial proportion of 
the total was commercial]. 

To those who are familiar with 
banking practice in other 
countries, the recent 
trends in American 
banking will be recog- 
nized aS a movement 
away from Anglo-Saxon 
conditions toward Con- 
tinental banking stand- 
ards. 

The late Walter Leaf, 
chairman of the West- 
minster Bank in Lon- 
don, defined the English 
conception of commer- 
cial banking in the fol- 
lowing manner: ‘‘Com- 
mercial loans should be 
running for only a lim- 
ited time, with provision 
for reduction at least, if 
not full repayment, in 
periods to be measured 
by months rather than 
by years. It is a ecard- 
inal point of sound Eng- 
lish banking that there 
must be no lock-up of 
capital. It is not the 
business of the banks to 
supply fixed capital to 
their customers; they 
eannot afford to do so, 
and where they have 
yielded to the tempta- 
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tion, the result has usually been 
disastrous. The six-month or sea- 
sonal loan may be said to constitute 
the background of his business, It is 
by the manner in which he lends the 
money entrusted to him that the 
banker’s capacity and usefulness to 
the community are judged.”’ 

In contrast, the Continental vogue 
in banking has placed emphasis upon 
investment in major industrial en- 
terprises, such investment being of 
a relatively long-term character. The 
United States has made an experi- 
mental adventure in that direction 
and we are now trying to weigh the 
lessons of the experiment. If I read 
the lessons aright, they indicate very 
clearly that the departure from 
Anglo-Saxon principles of commer- 
cial banking has been costly and un- 
fortunate. Various individual bank- 
ers have expressed to me their de- 
termination to return to the older 
conception of the primary function 
of a commercial bank along the lines 
indicated by the quotation from Mr. 
Leaf’s writings. 

Perhaps it is too early to write the 
final verdict upon this adventure of 
American bankers, but it certainly is 
not too early to call attention to the 
excessive wandering from the main 
highway of community usefulness, 
into strange bypaths which serve to 
feed the speculative fever of one of 
the most unstable periods in Ameri- 
ean history. 

Back in 1928 I attended a confer- 
ence in which the country banker 
was advised to hold down the amount 
of his local loans to a point not to 
exceed 50% of his assets. 

As matters have turned out, his 
local livestock loan, his 
local merchandise loan, 
his local factory loan 
—all these have been 
more liquid than some 
of the outside invest- 
ments which he took 
on. 

The departure from 
the conception of being 
an agent for primary 
service to the local com- 
munity has not worked 
out advantageously. I 
believe that the local 
banker will henceforth 
be very cautious about 
departing from the traditional con- 
ception of his place in the commu- 
nity. Since 1921, many sections have 
been practically denuded of banking 
facilities. These areas are faced with 
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Use Your 
Community's Money 


For Local Needs 


1. Local bankers have 
discovered that livestock 
loans, farm equipment loans, 
local factory loans and others 
of service to their communi- 
ties have been more liquid 
than some of their outside 
investments. 


2. In the future, bankers 
will not be afraid to make a 
larger percentage of local 
loans. 


3. A bank’s responsibility 
to its community is to place 
working capital in the hands 
of those competent to use it 
for increasing the power of 
the community to produce 
wealth. 


4. A new stream of credit 
needs to be poured through 
the banking system to give 
business an upward momen- 
tum. 


the necessity of rebuilding banking 
facilities from the ground up. 

In recent months, the overwhelm- 
ing passion for individual liquidity 
has led some bankers to place tre- 
mendous pressure upon 
commercial borrowers. 
The customers of banks 
have been asked to pay 
up outstanding loans, 
and in order to obtain 
the means for pay- 
ment, they have had to 
dump securities, com- 
modities, and real es- 
tate on glutted markets 
for whatever they 
would bring. This has, 
in turn, lowered the 
collateral value of out- 
standing securities and 
of all forms of produe- 





tive capital. 

Many individual banks boast of 
the fact that they are 60, 70, or 80% 
liquid. They have protected deposi- 
tors by guaranteeing solvency, but 


in some cases they have attained this 
position at the expense of the com- 
munity. In the great wave of liqui- 
dation, the old-fashioned commercial! 
loan has stood up mueh better than 
most other forms of assets. As a re- 
sult, commercial loans have gained a 
great deal of prestige, and in the 
future, bankers will not be afraid to 
make them because of the liquidity 
bogey. 

One of the first things to be done 
is to clear up the present confusion 
as to whether or not there is a legiti- 
mate demand for new commercial 
eredit. Some bankers assert that 
there are no deserving applicants 
for credit who are going unsatisfied. 
From all that I can learn about the 
basic situation, this assertion is quite 
unwarranted. 

There is a nation-wide demand for 
credit, and the people who are ask- 
ing for it would, under normal con- 
ditions, be considered good risks. 
One banker in close touch with the 
situation has recently expressed the 
personal view that 75% of the appli- 
cations for credit. which would ordi- 
narily be considered sound risks are 
now being turned down. 

This observation has, it seems to 
me, been confirmed in a general way 
by the recent report of President 
Hoover’s Committee on Unemploy- 
ment Relief. The real obstruction to 
legitimate credit expansion is not a 
lack of valid applications for com- 
mercial credit but a fear and relue- 
tanee on the part of the banker to ap- 
prove such applications. 

What we need to do to correct this 
is to take the commercial banker at- 
titude. The banks need to assume 
their responsibilities to the commu- 
nity. I would interpret these respon- 
sibilities to be the placing of capital 
in the hands of those people who are 
competent to use it, the extension of 
working capital to get things started 
and, in general, the building up of 
the power of the community to pro- 
duce wealth, employ labor, and main- 
tain the standard of living. The 
starting point in attainment of these 
ends is the commercial banking at- 
titude. 

A further constructive step is the 
provision of some means for unfreez- 
ing some of the frozen assets of the 
bank, The National Credit Corpora- 
tion has helped. 

Some kind of real estate fund to 
pry loose the jam of real estate 
eredits might also prove useful. Such 


(Continued on pave 45) 
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Many banks place a great amount of confidence in a special savings system, the primary feature of which is a machine operation, performed 
by the teller. The machine is designed to imprint the same entry in the passbook, on the ledger card and on a tape. Since both passbook 
and ledger card show the same entry, it is considered that a direct verification of balance is had at the time of each transaction. 


How ‘To Control Bank Costs 


8. Routine For Auditing Liabilities 


Here is a routine for auditing liabili- 
ties that is effective and practical for 
use in banks both large and small. 


HE audit of the bank’s liabilities 

presents problems that are not 
common to resource auditing. Re- 
accounts represent values 
which are at hand and may be ae- 
tually cheeked, while liability ae- 
counts represent, in the main, values 
owed to others, often difficult of veri- 
fication. 

In the ease of liabilities, even more 
than resources, people interested in 
audit protection must depend upon 
the factors of ‘‘internal check’’- 
rigid operating systems, coordinated 
responsibility and severance of con- 
tinuity in jobs. 


source 


De posits 


The danger to the bank in the de- 
posit liability lies in the possibility 
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Comptroller, Commerce Trust Co., Kansas City, Mo. 


of an understatement of liability 
with accompanying conversion of 
bank eash to private use. There are 
various types of deposits, each of 
which has its own peculiarities and 
requires close study and the applica- 
tion of audit factors which are de- 
signed especially to meet the condi- 
tions under which such deposits are 
handled. 

Commercial and Bank Deposits 
This classification covers demand de- 
posits, subject to check. The ae- 
counts constituting deposits of this 
character are very active, having al- 
most daily changes in balances. 
Therefore, the protection with which 
they are surrounded must be largely 
automatic—that is, it must be built 
into the operating system. 


Today, banks generally provide 
monthly statements of accounts to 
customers. This necessitates the 
maintenance of both ledger and 
statement records on each account. 
This provision for monthly state- 
ments to be placed in the hands o: 
the bank’s customers, in addition to 
answering the needs of depositors for 
a frequent ‘‘check up’’ of their books 
with those of the bank, provides the 
basic medium for an audit control 
of such accounts. It does not, how- 
ever, provide entire protection for 
reasons as follows: 

Some customers do not secure their 
statements from the bank at regular 
intervals. 

Many customers who secure their 
statements do not reeoneile them. 

2] 























































TCA EIN 


LEA rent Om RE 


There is no assurance that the 
statement prepared for the customer 
agrees, in every particular, with the 
bank’s own ledger account. 

It is evident that the statement 
system, even though it provides the 
basis for audit control of deposits of 
this character, does not constitute a 
complete audit—other factors must 
be added. 

In seeking further means of assur- 
ing the correctness of this deposit 
liability, as reflected in the bank’s 
book, it is quite natural to turn to 
the principle of ‘‘breaking down”’ 
the responsibility of each operator 
to the point that he may not, alone, 
complete the series of operations 
which constitutes the month’s ac- 
counting routine. This is done in 
the following ways: 

Bookkeepers are required to ex- 
change the work of posting and prov- 
ing statements against the ledgers 
each day. 

Bookkeepers are required to turn 
over to designated persons (prefer- 
ably persons not connected with the 
day-to-day bookkeeping operation) 
the ledgers, the statements and all 
paid checks at the close of the month 
for independent proof against the 
control account on the general books 
and for preparation of statements to 
be delivered to customers. 

Bookkeepers are excluded from 
the ‘‘eustomer’s statement’’ cage. 
Many banks have found it advisable 
to mail statements to such customers 
as may be induced to authorize the 
mailing process. Statements not 
mailed should be kept under lock and 
diligent effort should be made to ef- 
fect delivery. 

Accounts that become inactive are 
removed from the regular ledgers 
and are subjected to special control 
features. 

The application of the foregoing 
and other features which tend to eo- 
ordinate responsibility makes the 
‘‘way of the transgressor’’ exceed- 
ingly difficult and discourages at- 
tempts at manipulation. 

The banker is constantly placed in 
the position of assuring himself that 
the liability to depositors, as stated 
in the bank’s books, is the true liabil- 
ity. One of the surest means of ob- 
taining this assurance and at the 
same time the simplest means imag- 
inable, lies in the abrupt severance 
of a man’s operations on his partic- 
ular job. People having to do with 
the deposit liability records should, 
of course, be required to take annual 
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9 Points To Check In 
Auditing Liabilities 


1. Let no one individual 
have complete responsibility 
for the recording of liability 
accounts. 


2. Subject inactive ac- 
counts to special control 
features. 


3. Protect savings account 
entries by using a machine 
which registers the same en- 
try in the passbook, on the 
ledger card and on a tape. 


4. Have auditor verify 
passbook balances when 
interest is entered. 


5. Have absolute control 
of blank certificate of deposit 
forms; have signing officer 
turn in filled-in stub to 
accounting department; 
reconcile certificate of de- 
posit account with exami- 
nation of endorsements. 


6. Have absolute control 
of bank capital stock certifi- 
cates; have dividend checks 
filled in and mailed by differ- 
ent person. 


7. Have closing entries of 
undivided profits checked by 
the auditor; have entries 
approved and initialed by 
executive heads of bank. 


8. A true reserve account 
should change only upon 
authority. 


9. Original and periodic 
verification of balances and 
collateral of bills payable 
and rediscounts direct with 
the holder should be pro- 
vided for. 

By i 
vacations, and in addition, they 
should be shifted, without warning, 
from time to time. Experienced bank 
auditors place a great faith in this 
process; it is recognized that an in- 


dividual is absolutely helpless to con- 
ceal a defalcation when he is not on 


the job to manipulate accounts day 
by day. Needless to say, this audit 
feature is most effective when the 
absence of the individual from his 
job extends over the end of the ac- 
counting period. 

Persistent auditing effort furthers 
the protection program. Frequent 
proof of ledger and statements; test 
check of entries to accounts and ac- 
tual verification by letters to deposi- 
tors are features of the actual audit 
factor. 

Tellers’ ‘‘floating differences’’ are 
of astounding frequency and are dif- 
ficult to detect. Such differences are 
created by withholding deposits and 
accompanying cash for one day and 
replacing both the following day, 
new deposits being withheld to cover. 

Vacations extending over the end 
of the month help to turn up such 
occurrences. Many auditors have 
been successful in detecting differ- 
ences of this kind through inspection 
of deposit tickets. In the majority of 
banks, each teller is required to place 
a teller’s stamp on each deposit ticket 
he handles. If the inspection of the 
deposit tickets handled by a teller 
for a month shows a number of items 
to have entered the bank’s cash at 
dates subsequent to those entered on 
the ticket by the depositor, it is well 
to investigate. 

There may be good reason for this 
variance; an occasional ticket may 
be misdated or a depositor may oe- 
easionally deposit too late for the 
current day’s work, but where the 
tickets handled by a teller show a 
marked trend in the direction of de- 
layed deposits, and _ particularly 
when the amounts so delayed have a 
similarity, it is almost certain that a 
floating difference is in process. 

Inactive accounts provide a con- 
stant temptation to. bookkeepers. 
They should be kept cleared from 
the active books and should be ear- 
ried under a special control. The 
following method of inactive account 
control has been found satisfactory. 

The books are examined at three- 
month intervals and note taken of 
accounts upon which no activity has 
occurred for six months. A disinter- 
ested person (the auditor) and the 
head bookkeeper jointly remove 
ledger sheets, statement sheets and 
signature cards pertaining to such 
accounts, making debit tickets to 
eliminate the balances from the va- 
rious bookkeeper’s controls and one 
credit ticket to an ‘‘inactive balance’’ 
account covering the whole. A desig- 
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be 


nated junior officer is then called in 
and all three check the sheets with 
the tickets and initial, following 
which the tickets are run through. It 
is provided that no checks will be 
paid against the ‘‘inactive balance’’ 
account, but that amounts may be 
transferred from the account by 
means of debit tickets authenticated 
by both the junior officer and the 
head bookkeeper. 

The ledger sheets are turned over 
to the head bookkeeper to be kept in 
a locked file; the signature cards are 
turned over to the junior officer to be 
kept in a locked file, and the state- 
ment sheets are destroyed. 

Upon presentation of a _ check 
against an account appearing in the 
inactive file, the head bookkeeper de- 
termines that the balance is sufficient 
to pay the check and prepares a debit 
against ‘‘inactive balanees’’ for the 
entire amount of the balance, toge- 
ther with a deposit ticket to reopen 
the account. He then refers the 
cheek to the junior officer who com- 
pares the signatures. If correct, both 
initial the entry; return both ledger 
sheet and signature card to the book- 
keeper and the check is paid in the 
normal way. 

It will be noted that under such a 
plan, the junior officer has no know!l- 
edge of balances, while the head 
bookkeeper has no knowledge of sig- 
natures. Both must pass upon the 
transaction and no entry can be ef- 





fected without authentication by 
both. Monthly reconciliation of the 
‘inactive balance’’ control account 
by the auditor or other designated 
person completes the operation. 


Savings Deposits Due to the ab- 
sence of monthly statements of ac- 
counts, one of the primary factors, 
upon which demand deposit audit- 
ing is based, is not available in’ the 
audit of savings accounts. Add to 
this the inclination of the depositor 
to go to the same teller and it ap- 
pears that the audit of savings de- 
posits is no simple task. 

Many banks place a great amount 
of confidence in a special savings 
system, the, primary feature of which 
is a machine operation, performed by 
the teller. The machine is designed 
to imprint the same entry in the pass- 
book, on the ledger card and on a 
tape. Amounts are accumulated in 
registers that are kept locked and 
any corrections necessary must be 
made through the machine. Since 
both passbook and ledger ecard show 
the same entry, it is considered that 
a direct verification of balance is had 
with the customer at the time of each 
transaction, and a daily inspection 
of entries on the tape, together with 
verification of tape totals with net 
changes reported to the general book- 
keeper completes the operation. 

Banks which do not use the ma- 
chine system depend upon other 
forms of verification and audit. In 
the savings department, as in the 
commercial department, tellers are 
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One way to control the handling of certificates of deposit so that no falsification of entry can take place 
is to be sure a stub properly filled in or a duplicate made out with the certificate is turned over by the 
signing officer to the accounting department. 
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switches of tellers between savings 
and commercial departments are 
feasible. Proof of savings .ledger 
totals against the general book’s con- 
trol, accompanied by a test check of 
signatures on checks paid, is helpful. 
The period of interest payment pro- 
vides the opportunity for good audit- 
ing effort. The process is to station 
an auditor back of each savings teller 
to enter interest in the passbook and 
incidentally to verify the passbook 
balance with that shown on the 
ledger card. In the three weeks fol- 
lowing interest date, it is possible 
to verify 50 to 75% of the savings 
balances. A difficulty with this plan 
is that many passbooks are never pre- 
sented for interest entry and gen- 
erally it is the same passbooks which 
are missing at each interest date. 
Such accounts are generally inac- 
tive, however, and a special control 
of inactive accounts, just as de- 
seribed for commercial balances, 
helps to nullify this disadvantage. 

In the average bank the savings 
deposit accounts are not well audited. 
Every effort should be exerted to- 
ward their protection, particularly, 
since their very nature aids the de- 
faulter to hide his manipulations in- 
definitely. 

Certificates of Deposit This is 
one of the danger spots of the bank. 
The danger lies in the issuance of a 
certificate for one amount and re- 
cording it in the bank’s records for 
a smaller amount, or even the issu- 
ance with no accounting whatsoever. 
A good method of control lies in 
three things: 

1. The absolute control of blank 
forms, each of which must be ac- 

counted for, whether issued or 
voided. 

2. The presence of a ‘‘stub’’ 
or duplicate attached to the 
certificate which must bear 
the information appearing on 
the certificate by the signing of- 
ficer and turned over by him to 
the accounting department. 


3. Regular reconciliation of 
the certificate of deposit account 
with examination of endorse- 
ments by some one other than 
the issuing teller or the general 
bookkeeper. 

Official Check Accounts 
The control of these accounts 
lies in the control of blank forms, 
accompanied by independent 
monthly reconciliation. Segre- 
gation of old checks outstanding 


(Continued on page 46) 
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Business cannot operate without banks. If the depositors of this merchant’s bank withdrew their money, he could 
not grant terms to his customers. He and the other businessmen of the town might have to go out of business at a 
great loss to themselves and to the community. 


‘To Make Banking Clear To All 


Publish Articles Like These 


Here is material you may use in newspapers with 
whatever changes are necessary to fit your local condi- 
tions. It has created good will for banks in Allentown. 


HROUGH affiliation with Allen- 

town banks, members of the 
Tilghman Moyer Co. were prompted 
to write the articles here reproduced. 
Each article should be signed by the 
local banks or by the Clearing House, 
if vou have one. 

The articles were copyrighted by 
our company only to prevent mis- 
handling. They are offered for free 
use by any banks that can benefit 
from them. 

This is the first of several articles 
that will appear daily in our news- 
papers, addressed by the Allentown 
banks to their customers. The ar- 
ticles will describe briefly and sim- 
ply : what a bank is and how it works, 
what part you who are customers 
play in the conduct of banking, and 
why a community has banks. 

Compared with many other cities 
and towns, Allentown has remained 
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By H. G. BUEL 


Vice President, Tilghman Moyer Co., Allentown, Pa. 


remarkably levelheaded. The confi- 
dence that our citizens have shown 
in our banks is evidence of the stur- 
diness and stability of this commu- 
nity. We are not a fickle people. 


Confidence Based On Knowledge 


Yet for all of that, when people 
are asked for their confidence, they 
are entitled to full knowledge upon 
which their confidence may rest. It 
is to give you such knowledge about 
our banks that these articles are writ- 
ten. Based on sound knowledge, your 
confidence can continue for the well- 
being and profit of all of us. 

Banks cannot succeed without the 
people; and banks’ know _ that. 
Neither can people succeed without 
banks ; but there are still some people 
—bank customers, too—who are not 
so certain of that. It really does 
work both ways, however, and we all 


should know why and how. The 
troubles some communities are hav- 
ing can be laid to the fact that the 
members of those communities do 
not know enough about ‘‘ what makes 
the thing tick’’ to do their part in- 
telligently to help it tick. 

As soon as you become a customer of 
a bank, no matter in how small a way. 
you become a member of the business 
community. Assuch you havea duty, 
just as you have a duty as the mem- 
ber of a lodge or a church, or any 
other group you join. That duty is 
not to your bank but to your fellow 
members of the business community. 

A community can keep on running 
factories,meeting payrolls, buyingand 
selling goods only while it has banks. 
When the banks shut down, business 
is paralyzed and everything stops. 
Every member of the business com- 
munity is bumped at the same place. 
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‘*Banks’’ are modern conveniences 
and as such have been accepted by 
the publie just as it accepts trolley 
cars or printing presses or tele- 
phones. Few people stop to ask how 
they work, but everyone is surprised 
whenever they don’t work, 

Your bank, however, is different 
from your telephone or your trolley 
car in one big respect and that is 
this: When your telephone doesn’t 
work, or the trolley doesn’t run, or 
the newspaper isn’t delivered, the 
fault very probably lies with the 
telephone company or the trolley 
company or the newspaper. But 
when a bank doesn’t work and has 
to close its doors—as we read of them 
doing in neighboring states and 
cities these days—the fault generally 
lies not with the bank but largely 
with the depositors and customers of 
that bank. Strange as it may seem, 
it was not the bankers who did not 
know enough about banking; it was 
the customers who did not know 
enough about banking. The simple 
fact is that it is the citizens of the 
community who close the doors of 
most of the banks that fail. 

There are, mainly, only two uses 
that any man has for a bank. Either 
he wants to put money into it as a 
depositor, or he wants to get money 
from it as a borrower. Depositors 
and borrowers, are, then, the two 
classes of customers with which a 
bank deals. The same man may be a 
depositor at one time and a borrower 
at another time, or he can be, and 
often is, in both classes at the same 
time. Yet the two classes are distinct 
and we will take them separately. 
In the next article we will see what 
the depositor does, and what agree- 
ments he and the banker make with 
each other. 


The Depositor’s Agreement 
With His Bank 


You may have some money—actual 
cash, paper, silver or gold; you may 
have gotten it in your pay envelope, 
or for the sale of your old ear, or in 
repayment of a debt. At any event, 
having the money, you are obliged 
to decide what to do with it. You 
can keep it in your pocket, or put 
it in a trunk, or hide it somewhere 
secretly. Any such place is more or 
less risky and more or less ineonven- 
ient. You ean also hand it to some- 
one else and ask him to keep it safe- 
lv for you. That latter is what you 
do when you deposit cash in a bank. 

You reason that the bank has a 
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heavy vault and, in addition, carries 
insurance against loss by burglary— 
so your money won’t be stolen. The 
vault is fireproof—so it won’t be 
burned up. If you should die, the 
bank itself will hunt up your wife or 
your heirs and return the money—- 
so those same heirs would not be ob- 
liged to hunt, perhaps unsuccessful- 
ly for the secret hiding place.” 

At any event, when you go to make 
your first deposit, the banker does 
not ask you why you decided to place 
your money in his bank, but there is 
one thing that he does want to know. 
That is, whether you will want him 
to return your money immediately 
at any time you ask for it, or whether 
you will give him a month or so 
notice when you decide you want it 
back. 

If you tell him that you may want 
it immediately, or ‘‘on demand’’ as 
the banker says, then your account 
with the banker is a ‘‘checking ac- 
count. The banker will not agree to 
pay you interest on your deposit, but 
he does agree to pay any orders 
against your deposit that you write, 
whenever you write them. Such an 
order is simply your ‘‘check,’’ and 
it orders your bank to pay so many 
dollars to so-and-so and subtract the 
amount from the money you have on 
deposit with that bank. Looking at 
your bank’s statement, you will find 
this kind of deposits listed as ‘‘ De- 
mand Deposits’’, because the bank 
agreed to return it to you on demand. 

If on the other hand, instead of 
wanting your money returned ‘‘on 
demand’’ or in payment of your 
checks, you tell the banker that you 
will give him a month or so notice 
before you want him to return your 
money, you make a differ- 
ent agreement with him. 
You have then made a 
‘*Time Deposit’’ as he calls 
it, or what you have per- 
haps ealled a ‘‘savings ae- 
eount.’’ The essence of 
this agreement with your 
banker is: 

1. He agrees to pay you 
interest on your money at some 
stipulated rate—generally 3%, 

2. He does not agree to honor any 
orders or checks that you may write 
against your deposit or your ‘‘bal- 
anece’’ with him, 

3. You agree to come into the bank 
yourself with your bank book when 
vou make a withdrawal of any part 
of your deposit, and 

4. You agree to give him a month 








or two notice before vou ask for your 
money. 

On the Bank’s statement-this kind 
of deposit is ealled a ‘‘Time De- 
posit’’ beeause the bank does not 
have to return the money until a 
certain time has elapsed. 

By the way, even though you did 
agree to give the banker a month or 
two notice when you wanted your 
money back, you have found in the 
past that the banker usually did not 
press you to keep that agreement. 
Unless the amount is too large or 
unless too many depositors happen 
to come for their money at the same 
time, he will generally return any 
part of your deposit at once, for he 
finds that he ean do this without dis- 
turbing his investments or his other 
business. 

However, when too many deposi- 
tors get the notion all at the same 
time that they want their money, the 
banker then does expect you to give 
him the month’s notice that you 
promised him. He wants that time 
in order to sell some of his invest- 
ments or to ask borrowers to whom 
he has loaned money to pay him 
back so that he in turn ean pay you 
back. 

Now we have seen the way in which 
a bank receives money. All of it is 
brought in by depositors. Some of it 
is with the understanding that re- 
payment shall be made ‘‘on de- 
mand’’ and some of it ‘‘on time’’. 


The Borrower’s Agreement 


With His Bank 


Practically every individual finds 
himself, at some time or other in his 
life, short of cash. It may be a home 
that he wants to buy, or a hospital 
bill he needs to meet, or 
taxes to pay, or any one of 
the number of things we 
need money for. The busi- 
ness man is always in need 
of cash. Often he finds he 
has not enough cash on 
hand to meet his payroll be- 
cause some customer was 
late in paying him; or he 
may be buying a new truck or stoek- 
ing his shelves with goods and finds 
that he does not have the ready 
money right at hand. 

Any and all of these people go to 
the bank as borrowers. The banker 
lends you the money and, as a record 
of the transaction, you make a writ- 
ten agreement with him (ealled a 
note), the essence of which is this: 
1st, you agree to pay him interest 
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for use of the money, usually at 6% ; 
2nd, you agree to pay him back at 
some definite time in the future, per- 
haps in 30 days or 60 days, or in the 
ease of a mortgage not for a year,— 
and he ean’t bother you for the 
money before that time; 3rd, you 
give him some form of a guarantee 
that you will pay it back. 

The banker, when he loans out 
money, is naturally much concerned 
to see that he has good guarantees. 
He must be sure that he will get back 
the money that he loaned. One of 
the banker’s most important tasks is 
to arrange for and investigate these 
guarantees. His care on this point is 
what accounts for some of the nui- 
sance he may have put you to when 
you have borrowed from him. 

All guarantees will take one of 
two forms, a personal guarantee or 
a property guarantee. A ‘‘ personal 
guarantee’’ means that the borrower 
gets someone in sound financial posi- 
tion to agree to pay the loan, if the 
borrower doesn’t do it himself. This 
guarantee is put right on the note by 
the guarantor writing his signature 
or ‘‘endorsement’’ upon it. 

This sort of guarantee is thought 
of by many bankers: (the late J. P. 
Morgan was one) as the soundest 
possible assurance. These men say 
that ‘‘the promise of a man of char- 
acter is the surest thing we know in 
human affairs’’. Other bankers pre- 
fer the property guarantee. 

A property guarantee means that 
the borrower gives the banker the 
right to pay himself back by selling 
certain of the borrower’s property, 
if the borrower fails to keep his 
promise. If the property is real es- 
tate, the paper giving the banker 
right to sell is the ‘‘mortgage’’. A 
loan with real estate as a guarantee 
is usually made for a fairly long 
time, at least a year. Generally the 
bank’s statement has ‘‘mortgage 
loans’’ shown separately. 

If the property used as a guar- 
antee is stocks or bonds owned by 
the borrower, then the note is known 
as a ‘‘eollateral’’ note; on your 
bank’s statement you will find it 
ealled ‘‘loans with collateral’’. 

We hear the expression ‘‘frozen 
loans’’ a good deal these days. A 
frozen loan means simply one that 
is not due to be repaid for a fairly 
long time. The loan is_ perfectly 
‘“eood’’, and the borrower can and 
will repay—but he didn’t agree to 
repay today and the bank couldn’t 
make him do it, if it wanted to. The 
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What These Articles 
Teach Depositors 


1. When a bank stops 
working, the fault generally 
lies with the depositors. 


2. The bank deserves time 
in which to return time de- 
posits even though it does 
not always require notice. 


3. Frozen loans are good 
loans but payment cannot 
be demanded until some 
time in the future. 


4. A bank keeps part of 
its profits to protect deposits. 


5. Depositors have a first 
right on all a bank’s capital 
and surplus until their de- 
posits are fully paid. Only 
then can a stockholder get 
back any of the money he 
paid for his stock. 


words ‘‘frozen’’ or ‘‘liquid’’ are 
used to describe whether the money 
loaned will flow back to the bank 
slowly or rapidly. Mortgage loans 
are the best illustration of loans that 
are ‘‘frozen’’, for their time of re- 
payment may be as long as a year 
from today. 


What The Bank Does With 
Its Profit 


You as a depositor feel, perhaps— 
and rightly so—that it is the money 
which you and others deposit in the 
bank that keeps the bank going, and 
you ask yourselves, ‘‘How does a 
bank make a profit?’’ and, ‘‘ What 
does it do with the profit it makes?”’ 
and, ‘‘What do I get out of it for 
letting it make a profit on my 
money ?”’ 

Let’s take these one at a time. 
‘*How does a bank make a profit ?’’ 
Profit is the difference between ex- 
pense and income. On the ‘‘Ex- 
pense’’ side, the money spent by the 
bank to keep itself in operation is 
spent chiefly for: wages to tellers, 
bookkeepers, stenographers, officers 
and the other people who work there; 
taxes, repairs and upkeep on its 


‘building (which is its ‘‘factory’’ and 


‘* office’’ combined ) ; and the interest 
that it pays to ‘‘time’’ or ‘‘savings’’ 


accounts. On the ‘‘Income’’ side, 
the money income earned by the bank 
consists chiefly in: interest paid to 
it by borrowers; and interest re- 
ceived on its investments. With a 
bank as with any other business, the 
difference between what it receives 
and what it spends is its profit. 

If a bank is careful in its expenses, 
and conducts itself economically, the 
profit is increased. If it is careful in 
making its loans and investments, so 
that it doesn’t have a lot of trouble 
and compromises and adjustments 
to get its money back again from 
borrowers, the profit is increased. 

Then, ‘‘ What does a bank do with 
its profits?’’ It gives part of them 
(usually a third to a half) to the 
stockholders as dividends, and _ it 
keeps the remainder in the bank 
along with the money from deposi- 
tors. You can tell what this remain- 
der is because it is shown on every 
bank statement under the heading 
‘*Surplus and Undivided Profits’’. 
The Surplus and Undivided Profits 
is a continuing fund, and stays in 
the bank from year to year, being 
added to from the profits of each 
year. It represents all the earnings 
since the foundation of the bank, ex- 
cept the dividends which were paid 
to stockholders from year to year. 

This Surplus and Undivided 
Profits fund serves two useful pur- 
poses. First, as a guarantee to de- 
positors, and second, as a shock-ab- 
sorber to the bank. It is a guarantee 
to depositors for even though it rep- 
resents a sum of money which has 
been added by the bank itself to the 
total of depositors’ money, yet it is 
the depositors who have the first 
right to it. It helps to insure that 
their deposits are safe. When the 
gas gauge of the deposit tank reads 
‘‘empty’’, you know that there is 
still the Surplus left in reserve. 

This surplus item acts also as a 
shock-absorber, in that it takes the 
excess motion out of both profits and 
losses. When a man has an unusually 
successful year, he is rather short- 
sighted, if he does not keep a good 
portion of his earnings to ease him 
through a year of lower earnings. 
That is what ‘‘Undivided Profits’’ 
does for a bank. Those are the banks’ 
profits earned in the prosperous 
years, but kept intact to deaden the 
jolts of the hard year. You see, that 
is the advice which a bank is forever 
preaching to its customers, and the 
banker believes so thoroughly in that 
advice that he follows it himself. 
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A stone quarry operator, the public accountant who had audited his statement, and the president and cashier of 
The First National Bank of Centerville were discussing the auditor’s report. The frank analysis of the accountant 
showed that the statement did not disclose the really important facts from the standpoint of credit. This story tells 
how the facts were secured. 


Safe Audits For Credits 


Go Beyond Mere Figures 


The auditor who renders a useful report on which 
bank credit can be safely based, verifies every state- 
ment and gives a complete picture of the business. 


By E. B. WILCOX 


Partner, Edward Gore & Co., Certified Public Accountants, Chicago 


eee stone quarry 

operator, the public accountant 
who made his annual audits, and the 
president and cashier of the First 
National Bank of Centerville sat at 
a desk in the bank. The conference 
had been called at the request of the 
bank. 

For the past three the 
quarry company’s loans had been in- 
creasing steadily. The volume of the 
company’s business was satisfactory. 
The net profits were reasonable and 
there was a satisfactory ratio of 
working capital. 

‘*From this statement,’’ said the 
bank president, ‘‘the company is 
solvent, but we don’t seem to know 
the things we should. You audited 


years 
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these books, Mr. Smith, tell us what 
we should know.’’ 

The accountant looked at the 
ceiling. ‘‘Perhaps it would help the 
bank to know whether our balance 
sheet discloses the facts.’’ 

‘*What!’’ interrupted the cashier. 
‘*Do you mean to say you signed a 
statement that isn’t true ?’’ 

“oo replied the auditor, 
‘‘what we signed is true, but sup- 
pose you read the certificate.’’ 


no,”’ 


‘“We have examined the accounts of 
Jones & Company as of June 30, 1931, 
and have prepared therefrom the at- 
tached balance sheet, disclosing the 
financial position of the company at 
that date as disclosed by the books. 


‘Inventories are stated as fur- 
nished by the management without 
verification by us. We did not corre- 
spond with debtors to ascertain the 
correctness of the balances due from 
customers or others. Notes and stocks 
of other companies were not in- 
speected by us, and are stated at 
values disclosed by the books, which, 
we are informed, represent cost. 

‘*Contingent liabilities on account 
of accommodation endorsements, and 
notes receivable discounted, were as- 
certained in the amount of $.... and 
we were informed that there were no 
other contingent or undisclosed 
liabilities. 

Blank & Company 
Certified Public Accountants’’ 
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‘*That clearly states,’’ went on the 
accountant, ‘“‘that we made no veri- 
fication of inventories, we have ac- 
cepted their statements as to who 
were the debtors and that the amounts 
were correct. We have stated all 
these facts in plain Eng- 
lish. All we have said is 
that the balance sheet, on 
its faee, is correct.’’ 

*“Why can’t we have a 
real audit?’’ demanded 
the president. 

‘*You ean,’’ replied the 
accountant, ‘‘if you will 
instruct your customer, 
who is my client, to order 
a 

Before the president 
could speak, the quarry 
operator interrupted, 
** Yes, ves, we will have a 
real audit and will thrash 
this thing out in a few 
weeks.’’ 

A few months later the 
same persons together with officers 
of two other banks of neighboring 
cities and the attorney for the quarry 
operator sat in conference in the 
same room. During the interval the 
accountant had made an unlimited 
examination of the affairs of the op- 
erating company, including complete 
verification of other companies with 
which the operator did business. 

It was disclosed that the largest 
debtors of the operator were affiliated 
companies. The combined companies 
were insolvent. It was also disclosed 
that the accounts were not current, 
but merely represented refinancing 
of old obligations. Based on a con- 
solidated book value there was no 
available working capital. 

In addition, the audit showed that 
the affiliated companies had been kit- 
ing checks systematically for several 
years past. Needless to say, this prac- 
tice was stopped and the operator, 
faced with facts, was prevailed upon 
te submit the conduct of his affairs 
to the serutiny of his bankers in or- 
der to conserve their interests. 

Although this discovery was made 
too late, from the standpoint of good 
business, it was set forth in the finan- 
cial report of the auditor with such 
fullness of detail that the banks were 
able eventually to collect their ac- 
counts and to avoid losses. Had this 
action not taken place, there can be 
very little doubt but that the un- 
scrupulous management would have 
exploited the companies and their 
ereditors until realizations on claims 
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What An Audit For 
Credit Should Include 


1. Detailed verification of 
all assets and liabilities. 


2. Adequate in- 
vestigation of oper- 
ating accounts and 
transactions to 
determine trends, 
practices, etc. 


3. Investigation 
of current accounts 
and bills receivable 
and payable includ- 
ing verification by 
correspondence 
with principal debt- 
ors and creditors. 


4. A complete 
verification of inventory 
quantities and prices. 


5. A statement as to affili- 
ations with other companies. 


6. Detailed investigation of 
commitments and contingent 
obligations and liabilities. 


would have been impossible. 

At the second conference, during 
the discussion of a previous auditor’s 
report, an official of one of the banks 
coneerned, remarked, ‘‘An auditor 
will say anything anybody wants 
him to.’’ The statement was greeted 
with a momentary hush, which ended 
when the quarry operator muttered, 
‘*T know one who won't.”’ 

This is illustrated by another in- 
cident. Several years ago, a manu- 
facturer walked into an accountant’s 
office bringing with him a trial bal- 
ance from his general ledger and 
several sheets of working paper pre- 
pared by his bookkeeper. A staff 
man was assigned. With the help 
of the analyses, and explanations the 
manufacturer was able to furnish, 
financial statements were prepared. 

The hitch came when the manu- 
facturer drew from his pocket a 
sheet of paper on which was typed 
a form of auditor’s certificate. He 
requested that the financial state- 
ments which had just been prepared 
should be submitted over the signed 
certificate which he drafted, typed on 


the accountant’s letterhead. To 
make things more interesting, he 
drew out his check book from his 
pocket and uncorked his fountain 
pen. The accountant refused and 
sent for a principal of his firm. 

The head of the organization at- 
tempted to explain that a certificate 
could not be issued without complete 
verification of original records. 

The manufacturer protested that 
the balance sheet would not be used 
for credit or prospectus purposes, 
but merely for the study of his de- 
partment heads and executives at a 
proposed conference and for guid- 
ance in internal affairs. 

Arguments, however, failed to in- 
duce the accountants to sign a cer- 
tificate based on nothing more than 
the inspection of the trial balance 
(even with the elient’s check book 
open on the table). A disgruntled 
manufacturer carried away with him 
financial statements typewritten on 
plain, unwatermarked paper, bear- 
ing no signature, and left behind 
him an unpaid bill. 

A week later a long distance tele- 
phone call was received from a bank 
in a nearby city stating that finan- 
cial statements had been submitted 
to it by this manufacturer stating 
that they were certified by a firm of 
accountants, but the bank was sus- 
picious because the statements were 
on plain paper and bore no signature. 
It took only a few words to set the 
bank right. as to the nature of the 
statements, and the extent to which 
the auditors participated. 

Perhaps a compromise might have 
been effected. Perhaps the state- 
ments might have been written on 
the auditor’s letterhead without a 
signature, or perhaps there might 
even have been a carefully worded 
certificate not exactly as the manu- 
facturer originally submitted it, but 
so subtly worded that its implica- 
tions might have escaped a casual 
reader. Perhaps the accountant 
would have been safe under either 
of these procedures from legal liabil- 
itv for a false statement. and he 
might have had his fee in his pocket 
when the statements left his office. 

Qualified auditor’s certificates are 
not uncommon, even when consider- 
able verification has been made, and it 
would have been entirely possible for 
a bank, or an investor, or a creditor, 
to have believed that this was simply 
one more auditor’s certificate, perhaps 
somewhat peculiarly worded, but 
none the less an auditor’s certificate. 
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People manage to pay for what they want most. When a man is well sold on the features of the car he buys, he 
seldom allows the finance company to repossess it. Even during a depression, repossessions represent a very small 
per cent of sales. 


Rapid Amortization Produces 


Stable Installment Credits 


Even during depressions, there is a loss of less than 
1°% on finance company paper held by banks. History 
shows this paper to be safe for bank investment. 


r SEEMS probable that, if we had 
complete returns, it would be ev- 
ident that throughout the vear 1929 
banks were loaning to finance com- 
panies in excess of one billion dol- 
lars. Some of these funds were ad- 
vanced to the finance companies by 
way of a line of eredit without other 
security than the general responsibil- 
ity of the borrower, but probably a 
greater amount was obtained by 
means of promissory notes secured 
by the deposit of installment con- 
tracts. 

In some eases these contracts were 
deposited directly with the bank 
which advanced the funds and in 
other instances with a trustee. The 
trustee in such eases is generally a 
trust company which is obligated un- 
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der the terms of a trust indenture 
to see to it that the finance company 
keeps on deposit at all times an 
amount of installment paper equal- 
ing or exceeding an agreed value 
above the amount borrowed. 

Out of the billion dollars or more 
which they had out on loans to 
finance companies continually during 
1929, there were no losses that we 
have been able to discover. If there 
were any, they must surely have 
amounted to an almost infinitesimal 
fraction of 1%. 


Previous Experiences Prove 
Soundness 


Many people used to suppose that 
a serious business depression would 
prove disastrous for the finance com- 


panies. They expected them to be 
loaded up with a vast amount of 
frozen assets in the form of uncol- 
leetable installment contracts and 
they feared that many finance com- 
pany failures would result from this 
condition. Contrary to this general 
opinion, there was prior to this de- 
pression a considerable amount of 
experience which proved this fear to 
be unjustified. 

At least 64 of the companies still 
doing business went through the big 
depression of 1921 and none of them 
failed. So far as we ean find out, 
and we have made diligent inquiries, 
there were no finance company fail- 
ures during that depression. Fur- 
thermore, 52 new companies, which 
are still operating, began business 
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during 1921 and 1922, showing con- 
elusively that at that period, when 
capital was unusually timid, finance 
companies stood out as among the 
conspicuously safe and _ profitable 
forms of enterprise. 

Installment selling experi- 
ence goes back in this coun- 
try for more than 100 years 
and it has been the almost 
uniform experience of furni- 
ture houses and others sell- 
ing on installments, inelud- 
ing real estate subdivision 
enterprises, that a surpris- 
ingly large proportion of all 
installment buyers keep on 
making their payments dur- 
ing bad times as well as in 
good times. In all these 
lines of business there is a 
slight increase in defaults and re- 
possessions during a depression 
period, but not enough to jeopardize 
the solvency of the installment house 
or of the finance company. 

The reason why installment con- 
tracts usually pay out is that the 
buyer stands to lose too much, if he 
stops paying. For instance, in the 
ease of the ordinary automobile pur- 
chase, one-third of the price is paid 
down at the beginning and, if the 
buyer defaults on the first install- 
ment, he loses the automobile plus 
this down payment. The average 
condition is one where not only the 
down payment has been made but 
also one-half of the remaining pay- 
ments, so that the investment of the 
average installment buyer is_ two- 
thirds of the purchase price of the 
ear. It would be foolish, indeed, to 
stop payment before the purchase is 
completed, if it is at all possible to 


continue. On goods other than the 
automobile, the down payment is 


usually somewhat less, but almost 
always substantial. When a depres- 
sion begins, the outstanding install- 
ment debt on automobiles and other 
goods is secured by property which 
is two-thirds paid for. That is, the 
security is worth to the debtor on the 
average twice as much as the amount 
which he owes, which is indeed a 
good margin of security. 

The big drop in employment due 
to a depression does not occur all at 
once. It comes on gradually. The 
first people to be laid off are the least 
valuable—the transients, the low 
paid, the unreliable, the inefficient, 
the beginners. Such people are not 
carrying a very heavy installment 
burden. Other employees observing 
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Why Finance 
Companies Can With- 
stand A Depression 


1. The buyer stands 
to lose too much, if he 
stops paying. Usually, 
a down payment and 
one-half the remaining 
payments are made on 
an article before a de- 
pression is felt. 


2. The drop in em- 
ployment comes first 
among the kind of em- 
ployees who do not 
contract installment obli- 
gations. 


3. The other employees 
pay off old installment con- 
tracts but do not make new 
ones during a depression. 


4. Loans to finance com- 
panies are secured by a vari- 
ety of underlying notes of 
different makers. There is 
little likelihood of enough 
of them defaulting to jeop- 
ardize the solvency of the 
finance company. 


5. The finance company 
has no inventories and no 
plant investment. 


these dismissals, begin to feel 
nervous. They may not have sensed 
the fact that a general depression is 
coming, but many begin to doubt the 
security of their own jobs and ab- 
stain from costly purchases, while 
those who feel secure in their posi- 
tions, or have other sources of in- 
come, make no change in their buy- 
ing habits. Thus, there is some tend- 
eney for new installment commit- 
ments to diminish in volume and to 
be on the average better credit risks. 

Meanwhile, the old installment ob- 
ligations are diminishing rapidly. 
When people who owe some of this 
money find themselves let out, they 
do not, as a general rule, stop pay- 
ments. Most of them have some other 
resources and try hard to pay up 
rather than lose what they have al- 


ready put in. Defaults do, of course, 
become somewhat more numerous 
than in flush times, but they do not 
amount to anything like general re- 
pudiation. Defaults are a very much 
smaller percentage of the outstand- 
ing accounts than the percentage re- 
duction in employment. 

The remarkable safety of finance 
company paper is due not only to the 
fact that installment contracts usual- 
ly pay out, but also to the nature of 
finance company business. The notes 
of finance companies are secured by 
a vast number of underlying notes 
of different makers, so that if rea- 
sonable and customary care has been 
used in investigating these makers, 
there is practically no possibility of 
enough of them defaulting to jeop- 
ardize the solvency of the finance 
company. 

The business of a well-managed 
finance company is like that of an in- 
surance company in that the risk is 
spread over a very large number of 
contracts. Well-managed life insur- 
ance companies do not fail, because, 
while the duration of any individual 
life is highly speculative, the average 
expectancy of a large number of 
lives is a matter of mathematical cer- 
tainty. Substantially the same con- 
dition exists in fire insurance and in 
numerous other insurance lines. It 
is true that the predictability of 
losses is sometimes upset by the oc- 
currence of an unusual catastrophe 
such as an epidemic in the life insur- 
ance field, or a conflagration in that 
of fire insurance. Even these rare 
events, however, can be provided for 
with sufficient accuracy to make the 
possibility of failure extremely re- 
mote. 

In the finance field, it might seem 
that a similar possibility of extraor- 
dinary losses would lurk in the oe- 
eurrence of severe business depres- 
sions, but as already shown, both 
theory and experience prove that 
such depressions do not cause finance 
company failures. 

The finance company differs from 
the usual commercial enterprise in 
that it is never faced with accumula- 
tion of unsalable inventories, unsal- 
able factory property, cancellation of 
orders, inability to get money to 
meet pay-rolls and failure to collect 
for goods sold. The finance company 
has no inventories and no appreciable 
investment in plant. Its receivables 
are owed by a large number of buyers 
belonging to all classes of the com- 
munity. 
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International diversification is given consideration by some trusts. The popularity of foreign secur- 
ities changes, but bankers will find it important to keep in touch with foreign situations. 


Four Diversification Tests 


For American Investment Trusts 


In appraising investment trust securities, it is impor- 
tant to study the kind of diversification the trust 
supplies. The method of doing this is made clear. 


HE number of securities in the 

portfolio of the investment trust 
will naturally tend to vary with the 
size of the fund. 

In considering the number of 
securities in the portfolio, the inves- 
tor should consider first: Is diversifi- 
cation so limited that the service 
rendered by the investment trust is 
not counter-balaneced by the charges 
for such service? Or has diversifica- 
tion become a ‘‘fad’’ and is it being 
practiced to an extreme for the size 
of the fund? There may bea ‘‘ golden 
mean’’ between not enough diversifi- 
cation and too much diversification, 
always considering the amount of 
resources available for investment by 
the particular company. 

The minimum diversification pol- 
icy as actually practiced by invest- 
ment companies has been the pur- 
chase of not less than 17 securities. 
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Many investment trusts diversify 
funds in 25 to 30 securities. Such 
limited diversification is advantage- 
ous in that a smaller number ean be 
watched more closely than if the 
company held 100 or more. 


Adverse Developments Must 
Be Minimized 


However, adverse developments 
affecting one or two issues of a total 
of 25 to 30 may affect the investor 
to a greater extent than if the funds 
were more widely diversified. This 
possibility of unfavorable develop- 
ments affecting one or two issues of 
a total of 30 is more important in 
the ease of larger investment trusts 
in which comparatively large blocks 
of each issue are held. 

From these minima, the number of 
companies represented by securities 
in the portfolios of investment trusts 


increase to about 50 or 60 in many 
eases and to 100 to several hundred 
in the ease of several companies. The 
English and Seottish plan has al- 
ways been that of the widest diver- 
sification. They have comparatively 
small amounts of several hundred 
issues. American investment trusts 
have generally followed a more con- 
centrated policy. 

In a number of eases, restrictions 
as to diversification are made. Some- 
times not more than 3% to 5% of 
the total investment fund can be 
placed in one security. Or, not more 
than a certain percentage, such as 
15% or 20%, can be placed in the 
securities of any one country other 
than the United States. In some 
cases, funds must be diversified at 
all times in a certain number of 
securities, such as 100 or 400. 

Diversification among several in- 
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dustries protects the investor against 
the vicissitudes of certain industries. 

Because of changes in the indus- 
trial field, diversification of the port- 
folio of an investment trust precludes 
ai inter-industrial diversification. 
In the majority of cases, investment 
trusts do diversify among several or 
many industries. At any one time, 
they may limit their holdings in one 
industry, such as the railroad field, 
the oil industry, or other industries 
in which the possibilities for profit 
are not as satisfactory as in others, 
but the plan usually followed is that 
of diversification among several in- 
dustries. 

In contrast to the theory that 
diversification among many indus- 
tries is necessary, a number of in- 
vestment trusts have been formed to 
concentrate in specific or related 
industries. The theory is that by 
concentration in one field, the man- 
agers can become highly qualified 
experts in that particular field and 
thus render greater service to the 
investor than through following sev- 
cral or many industries. 

‘On the one hand, such managers 
are experts in their particular fields. 
but. on the other hand, the securities 
of the particular investment trusts 
will fluctuate with the rises and falls 
of the particular industries. Doubt- 
less, more force as to the specialized 
theory in the ease of utilities, food 
companies and other ‘‘depression- 
proof’’ industries exists, as these 
businesses are generally less subject 
to the gyrations of the business eyele 
and other fluctuations than in the 
ease of the other subdivisions of the 
industrial field. 


Analysis As To Type Of 


Security 


The third method of analysis asks 
the question: Are the funds placed 
only in common stocks, only in bonds, 
only in insurance stocks, only in 
bank stocks, or does diversification 
include all these types of securities ? 

Financial literature and advertis- 
ing of the past few years has been 
filled with volumes, booklets, and 
pamphlets as to the theory and wis- 
dom of placing funds in common 
stocks. Probably the majority of the 
advocates of the common stock theory 
do not intend that any investor 
should place all of his funds in ecom- 
mon stocks, but rather that he should 
have a back-log of funds in life in- 
surance, savings banks, building and 
loan associations, real estate and 
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Four Kinds Of 
Investment 
Diversification 


1. The fund is invested in 
a number of different issues. 


2. There is a variety of 
types of securities held. 


3. There is a wide variety 
of industries represented in 
the issuing companies. 


4. The securities originate 
in many different countries 
of the world. 


bonds. If they do admit this premise, 
the contention that the investment 
trust should diversify among all 
types of securities rather than in 
common stocks alone would also ap- 
pear to be admitted. 

The majority of American man- 
agement investment trusts place at 
least a portion of funds in bonds and 
preferred stocks, as well as in com- 
mon stocks. The rest are forced to a 
common stock policy. 

As a separate sub-division of the 
common stock grouping, the com- 
panies specializing in bank and in- 
surance stocks deserve individual 
analysis. The general theory of spe- 
cializing in these securities is that 
bank stocks and insurance stocks 
offer super-diversification. The rami- 
fications and connections of business 
with banks, the bond holdings of 
banks, and the fact that all but life 
insuranee companies are largely in- 
vestment trusts of the management 
type holding bonds and stocks—these 
things supply the basis for the spe- 
cial ratings of these securities. 


International Diversification 


The fourth method of analysis 
asks: Are funds placed in part of 
one country, in one country, or in all 
the leading countries of the world? 
During the early vears of the invest- 
ment trust movement, this interna- 
tional phase was stressed. The word 


‘‘international’’ was used in the 
names of several investment com- 
panies. 


As to the advantages of interna- 
tional diversification, they are chiefly 
those of greater protection, since 
securities of a number of countries 


are held. International diversifica- 
tion, in the strict interpretation of 
holdings of substantial amounts of 
internal securities of other countries, 
means that international experts will 
be necessary to select and re-invest 
in such truly foreign securities. 
The investment trusts that do con- 
centrate in the United States have an 
indirect international diversification 
through such holdings as Anaconda 
Copper Co. controlling Chile Copper, 
the latter operating in Chile, Inter- 
national Telephone & Telegraph Co. 
with capital invested in many foreign 
countries such as Spain, France. 
South and Central America, and 
United Fruit with a large part of 


the capital invested in Central 
America. 
International diversification has 


had a smaller number of friends in 
the investment trust field since 1927, 
due to the rapid advance of the 
American stock market to the end 
of 1929. The advantages of interna- 
tional diversification are illustrated 
by such advanees as that of the Ber- 
lin stock market in 1926, and the 
Vienna stock market in 1927, which 
were greater than the advance of the 
New York stock market during those 
years. During such a world-wide de- 
pression as that of 1930-1931, the 
international markets tend to move 
somewhat in unison. However, in- 
ternational stock markets as a whole 
(other than London) declined less 
from late 1929 to the end of 1930 than 
the New York stock market. This 
situation was changed by the unusual 
developments affecting foreign mar- 
kets during 1931. 

Another advantage of interna- 
tional diversification, especially for 
investment trusts with debentures 
and/or preferred stocks outstanding 
are the high yields obtainable from 
foreign  fixed-revenue, securities. 
Stolper’s index of all fixed revenue 
securities listed on the Berliner 
Bourse indicated 7.06% as the lowest 
yield in 1927, and the yield during 
1927-1929 averaged 7.81%. If a 
company placed a portion of funds 
in securities returning such yields 
and only 414% to 6% was paid for 
the use of such funds, a substantial 
margin is apparent. 

Such issues may be more specula- 
tive than American securities but 
the high yields of the German mar- 
ket were then largely due to the 
tightness of that capital market 
rather than the greater risk inherent 
in such securities. 
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Reserve Requirements. 
Are They Obsolete? 





An outstanding economist appraises recent recommenda- 
tions of Federal Reserve Committee on Bank Reserves. 


F  gespegitenansnen tochange | 
the reserve require- 
ments imposed upon the 
member banks of the Fed- 
eral Reserve System must ‘ 
always be a matter of 
major interest. When the 
suggested modifications 
are as revolutionary as 
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By DAVID FRIDAY 


The committee's diseus- 
sion of theory is both 
penetrating and courage- 
ous. Perhaps the best way 
to get at the heart of it is 
to quote a single sentence 
from the report. ‘‘ Credit 
could be expanded indef- 
initely, for example, with- 





those now proposed by out any inflationary ef- 
the Committee on Bank fect whatever, provided 
Reserves of the Federal the bank deposits thus 


Reserve System, they are certain to 
provoke widespread discussion and 
critical examination. 

This committee, after two years 
of study, suggests modifications in 
these requirements which would have 
increased the reserve requirements 
by a half billion dollars during 1929, 
had the proposed rules been in effect 
during that year. Since the members 
receive no interest on these deposits 
with their reserve banks, such a 
change will be regarded with sus- 
picion ; and it will be vigorously op- 
posed unless it is clearly in the pub- 
lie interest. 

The committee is very certain and 
unqualified in its opinion that the 
present system of reserve require- 
ments is defective and has been since 
the beginning. It has never fune- 
tioned effectively. 

The reason, the committee con- 
tends, is that: ‘‘It has not operated 
to relate the expansion of bank credit 
to the needs of trade and industry, 
nor has it adequately reflected 
changes in the volume and activity 
of member bank eredit.’’ This being 
true, the requirements should cer- 
tainly be changed. 

They base the argument in sup- 
port of this flat-footed condemnation 
on a restatement of the principles 
which should govern reserve require- 
ments, and a showing of facts econ- 
cerning the manner in which the 
system has operated since the present 
rules were put into effect in 1917. 
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created were never drawn upon to 
effect an exchange of goods or serv- 
ices.”’ 

From this it follows that reserve 
requirements, which are based mere- 
ly upon the volume of deposits as at 
present, do not function adequately. 
It is not their existence but their use 
for making payments which gives 
rise to the difficult problems which 
grow out of our modern credit 
structure. It is the most important 
function of member bank reserve re- 
quirements to control credit by limit- 
ing its unbridled use. 


Management Must Be Responsible 
For Liquidity 

It is definitely not the primary 
function of legal reserve require- 
ments to assure or preserve the 
liquidity of the individual member 
banks. Management must assume the 
responsibility for liquidity; reserve 
requirements cannot guarantee it. 
The presence of the Federal Reserve 
Banks helps insure liquidity by 
standing ready to convert the sound 
assets of its members into cash when 
the need for it arises. 

This does not mean that the re- 
serve requirements of the members 
have no relation to liquidity. Natur- 
ally, bank eredit is most liquid when 
credit conditions are sound. And 
credit conditions are unsound, as a 
general rule, only when the market 
values of bank assets have been 
‘aised for a time beyond their in- 







trinsic worth. But this unhealthy 
rise in the market price of assets 
usually develops, unless the banking 
community has expanded its eredit 
beyond the needs of trade and in- 
dustry. ‘ 

Clearly, reserve requirements 
should be such that they will re- 
strain over-expansion by making it 
necessary for banks to provide for 
additional reserves before they ex- 
pand their credit. If they perform 
this funetion, the market value of 
bank assets will not rise above their 
intrinsic worth and the banking sit- 
uation will remain sound and liquid. 

But it is not enough that reserve 
requirements keep pace in their rise 
with the growth of bank deposits. 
Just as inflation would not occur. if 
bank deposits were never drawn upon 
to effect payments; so, conversely, it 
is possible for an unsound credit con- 
clition to develop out of an inereased 
activity of deposits with any growth 
in their volume. 

All this is illustrated by the events 
of 1928 and 1929. At the height of 
the stock market boom there was no 
increase in the volume of net de- 
mand deposits. In fact, they were 
lower than in 1927 and not materially 
above the summer of 1926. But there 
was an unprecedented increase in the 
activity of bank deposits, which rose 
to a level 50% higher than in 1926. 
The reserve requirements hardly rose 
at all, and so failed completely to re- 
strain the use of credit. 

In the basis of this theoretical rea- 
soning, enforced by the experience of 
1929, the committee recommends that 
in the future reserve requirements 
be based, in part, on the activity of 
deposits as evidenced by checks 
drawn and debited to these accounts. 
Logically the committee should have 
based the reserve requirements en- 
tirely upon activity. But this was 
probably too radical a break with 
tradition. 
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All the distinctions which have 
been based on differences between 
time and demand deposits, and on 
the locations of the member banks, 
are entirely wiped out. Instead of 
the present requirement of 3% on all 
time deposits of banks, no matter 
where located, and a varying reserve 
of 7% for country banks and 10% 
for reserve cities, the committee sug- 
gests a uniform reserve of 5% on all 
deposits plus 50% of the average 
daily withdrawals made from all of 
its deposit accounts, whether they be 
time or demand. In no ease shall the 
aggregate reserve required exceed 
15% of its gross deposits. 


Vault Cash Counted Legal 


Reserve 


It also allows banks to count their 
vault cash as legal reserves with cer- 
tain limitations; and it makes cer- 
tain changes in the deductions which 
banks may make in computing the 
net deposits subject to reserves. All 
these other changes are minor and 
will win general approval. 

By and large the report of the 
committee will stand or fall on the 
theory as to the importance of vel- 
ocity of bank deposits for the work- 
ings of the credit structure. Gener- 
ally speaking, both practical bankers 
and monetary theorists will be favor- 
ably disposed to the fundamental 
principles laid down in the report. 
There are, however, several questions 
which puzzle one. 

Are the facts as to the relation be- 
tween velocity of bank deposits and 
inflation of prices adequately estab- 
lished? The committee presents only 
a graph showing net deposits, legal 
reserves, and activity of deposit ac- 
counts from 1924 to 1930. These 
seem to support the relation between 
activity and speculation in 1928 and 
1929 pretty fully. But what of the 
inflation of 1920; and the local in- 
flation in Florida in 1925? It is to be 
hoped that the committee will pub- 
lish its figures in full and extend 
them over a longer period of time. 
Else we are in danger of basing a 
general requirement upon the expe- 
rience of a single episode in our 
financial history. 

As the report stands now, it re- 
minds one of a witty remark which 
a prominent member of the Reserve 
System once made. ‘‘ Wall Street,’’ 
said he, ‘‘is always doing what would 
have been the right thing last time.’”’ 
We need a larger basis of historic 
fact than the account of 1925 and 
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Five High Points 
In The Analysis 


1. It is definitely not the 
function of legal reserve re- 
quirements to assure or pre- 
serve the liquidity of 
individual member banks; 
management must assume 
the responsibility for 
liquidity. 

2. The present capital 
stock and surplus of the 
Federal Reserve Banks give 
them the same control over 
member banks as would addi- 
tional reserve requirements. 


3. The new reserve for- 
mula appears to be based on 
the requirements of a period 
of low activity. 


4. It appears that it might 
be better to give Federal 
Reserve authorities discre- 
tion to increase the percent- 
ages of reserve required 
against average daily 
activity. 

5. There is no need of 
haste in legislating upon 
this subject. 


1929 and the subsequent depression, 
if we are to make a radical change in 
legal reserve requirements. 

On one point the committee does 
extend its investigation over a longer 
period. It goes rather carefully into 
the reserve requirements since 1914 
and finds that actually there has been 
a progressive diminution of reserve 
requirements from 1914 to 1931. If 
the old provisions governing the na- 
tional banks were in effect at this 
time, the reserve requirements and 
vault eash would be $1,500,000,000 
larger than at their present level. 
The original Federal Reserve Act 
and the changes in reserve require- 
ments which were made in 1917 have, 
therefore, decreased the reserves 
greatly as compared with pre-war re- 
quirements. 

In the opinion of the committee, 
this has weakened the effectiveness 
of reserve bank eredit policy because, 


in the absence of these reductions in 
legal reserves, the members would 
have been forced to resort to the re- 
serve banks in order to maintain 
their reserves. 

The report makes much of the re- 
duction in holdings of vault eash. 
This has decreased by $300.000.000 
since 1917. It is interesting to note 
in passing that while this has freed 
the members from the necessity of re- 
discounting at the reserve bank in a 
like amount, another development 
has increased the hold of the reserve 
banks by an amount somewhat great- 
er than the decline in reserve cash. 

Since June 1917, the capital stock 
and surplus of the reserve banks has 
grown $380,000,000. This was, in 
fact, due to a growth in the number 
and size of the member banks. About 
$110,000,000 was added to the eapi- 
tal stock which the members were ob- 
liged to pay for during these years. 
The other $270,000,000 has been ae- 
cumulated by the Reserve Banks out 
of their earnings. 

Originally they were required to 
pay to the U.S. Treasury any excess 
earnings over dividends after a sur- 
plus of 40% on the capital stock had 
been accumulated. After the war, 
this provision was changed to allow 
the central banks to accumulate a 
surplus equal to 100% of the sub- 
seribed stock. Since only one-half of 
the subscribed stock is paid in, this 
provision increased the surplus great- 
ly. The capital stock and surplus of 
the Reserve Banks give the system 
the same control over its members as 
would additional reserve 
ments. 


require- 


What Was Basis Of Committees’ 
Choice 

The question will inevitably arise, 
‘“Why did the committee choose the 
particular percentages of deposits 
and average daily withdrawals which 
it recommends in the report? There 
is no clue to an answer. The com- 
mittee does explain, however, that 
the formula here proposed would 
have produced during May 1931 re- 
serves in vault and in the reserve 
banks approximately equal to the re- 
serves and vault cash under present 
requirements. Is this why they were 
chosen? And, if so, why was a month 
of business depression and hence of 
low activity taken? 

The committee does present an in- 
teresting graph showing a compari- 
son of present member bank reserves 


(Continued on page 46) 
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Cooperation with all departments and fellow workers is essential, par- 
ticularly with the auditor whose schedule should never be interfered 
with, since he is required to be especially watchful in detecting any 
untoward circumstance of whatever nature. 


How To Advance In Banking 


8. Through Cooperation With The Auditor 


One of a series of 9 articles 


By W. J. KOMMERS 


President, The First National Trust and Savings Bank, Spokane, Wash. 


(Mr. Kommers supplies each new employee with 
@ pamphlet which gives helpful suggestions and 
outlines how he can advance, much as is done in 
this series.) 


[ SHALL be the duty of the audi- 

tor to see that all books, accounts, 
and statements of the bank, in all its 
departments, are kept thoroughly 
checked and balanced. 

To be effective, the auditing should 
be done under some system that will 
give this work ‘‘right of way’’ over 
other office routine. 

The convenience of the department 
to be audited should not be consid- 
ered, if it means the postponement 
of the audit. Every audit report 
must show the condition of the ac- 
count or of the department as the 
auditor finds it, not as he leaves it. 

All departments and accounts are 
audited at least monthly, and a re- 
port is rendered to the president or 
his designated representative, fol- 
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lowing which it will be reviewed by 
other officials of the bank, and sub- 
jected to inspection by the examining 
committee of the board of directors. 
Any untoward circumstance of what- 
ever nature, business or personal, is 
required by the auditor to be prompt- 
ly made known to one of the senior 
bank officials. The auditor has com- 
plete charge and supervision of the 
office, and is held accountable for the 
discipline and order back of the coun- 
ter; he is required to be especially 
watchful in detecting any laxity in 
handling of cash and securities, one 
employee with another or the public. 

The auditor shoulders the respon- 
sibility, in the event of a discrepancy 
or loss, first, for the discovery of such 
loss before it has grown to any great 
amount; second, to detect it as early 
as possible, and third, to be able to 
definitely fix the responsibility on the 


guilty party and so avoid ‘casting 
suspicion on others who are wholly 
innocent. 

There is no more sorry spectacle 
than to have a discrepancy disclosed 
in a bank and the officers unable to 
put their finger on the guilty party. 
No bank exeeutive can hope to de- 
velop a system that is absolutely 
proof against wrongdoing, should an 
employee set out to beat the bank. 
Records show that a bank clerk does 
not set out purposely to steal; he 
simply borrows when the pressure for 
money becomes acute and easy op- 
portunity is afforded him. He fully 
expects to restore the money bor- 
rowed and, of course, usually fails in 
his expectation. Therefore, it is the 
duty of every bank to safeguard its 
employees against temptation by the 
adoption of every means at its com- 
mand. 
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Strong Financial Advertisements 


This Teaches A Credit Lesson 


A study of the advertising of various banks often gives more 
than inspiration to the banker who has the responsibility 
for public relations. This advertisement is an example. 


MARKETS ON 


© Thes march along — out of one market into another. 


Children growing up, marrying, making new homes. 
Men am! women passing into old age, leaving behind 
the varied needs of active life. 

e The markets 0f business are never fixed. Today's 
market is today’s possession only. Tomorrow's army of 
buvers is but now massing forward— largely unaware 
of the products and services industry offers them. 
© In this endless procession there is the key to every 
manufacturer's sales problem and a challenge to his 
resourcefulness. His success im gaining and hold 
ing these changing markets is measured by his 
knowledge of them, and by his ability to supply 
what people want at the time they want it 

¢ The alertness of a 


company’s management in 


meeting this problem is of prime importance to the 


STOCKS © ComMERC! 


investor. Plants and inventories lose their value 
quickly if markets disappear. Earnings diminish when 
management fails to maintain that constant flow of 
new customer which replaces those lost, in the nat- 
ural order of things, each year. 

© Since its inception, 37 years. ago, A. G. Becker 
& Co. has been particularly concerned with the 
management factor. Long before detailed financial 
statements were available, this company was fusane- 
ing American industry ip large measure on the basis 
of its appraisal of management. And today, our 
estimate of management is still the determining factor 
in our recommendation of securities. 

¢ The nature of the comprehensive investment service 
bailt up on this basis is described in 3 booklet, copy 


of which will be sent you upon request. Ask for T108. 


NeW YORK - 100 SOUTH La SALEE STREET, CRICAGO 


A. G. Becker & Ca. 


HE advertisement pub- 

lished on this page is an 
example of what a financial in- 
stitution can do to raise the 
standards of advertising, to in- 
spire clear thinking, to convey 
valuable information, and at 
the same time, to popularize 
its own institution. 

This advertisement has won 
several awards which are out- 
standing because they were 
given in competition with ad- 
vertising representing a cross 
section of the country. 
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For example, Harvard Uni- 
versity selected this as the one 
most distinguished advertise- 
ment with special respect to 
typography. It is easy to see 
why the dignity, clearness and 
effectiveness of this typography 
was recognized by the Harvard 
judges as distinguished. 

The Chicago Association of 
Commerce selected it as the 
best illustrated advertisement 
submitted in its first annual 
competition for meritorious ad- 
vertising. 


It was selected as the only 
financial advertisement to be 
given a place in the exhibition 
of the Art Directors Club of 
New York. 

Many of our readers are 
acquainted with Joseph Levin, 
advertising manager for A. G. 
Becker & Co., and are familiar 
with the good work he does. 

This copy was prepared by 
Needham, Louis and Brorby, 
Inc., Advertising Agents, Chi- 
cago. 

The reading of this copy will 
reveal a lesson in credit. The 
very picture indicates the pass- 
ing of markets. The short 
span of life from childhood to 
old age is emphasized. The 
constant movement is brought 
to your attention in a dramatic 
way. 

The headline “Markets on 
the March” makes you realize 
more than ever before that the 
distribution of the products of 
your borrowers is a constantly 
changing panorama. Both you 
and the borrower must keep 
in constant touch with condi- 
tions in order to be prepared 
to serve the new markets as 
described in paragraphs two 
and three of the advertisement. 

This might well be inter- 
preted as of prime importance 
to the credit man. Certainly 
he must recognize today that 
production has far outstrip- 
ped distribution. Distribution 
must be given more attention. 
The manufacturer must know 
more about it. His banker 
must study not only the dis- 
tribution of his borrower but 
the distribution of others in 
the industry and the dis- 
tribution methods of other 
industries. 
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The Great Lesson Learned in 1931— 








as 


Above: The new Farmall 30 pulling a 3-bottom Little Genius 
plow, 8 inches deep, in hard, dry ground. The Farmall 30, 
which recently touk its place in the McCormick-Deering line 
alongside the 2-plow Farmall, has ample power for this job. 


Mt Right: A Farmall 4-row planting scene on the Raymond 
Farm near Bristol, Ill. A high degree of checking accuracy 
is possible with this fast-working outfit. 


OST FARMERS have not been content 
with a mere living, even in 1931. The 
great majority of them have been able 

to buy more than bare necessities and many of 
them have made fair profits from their crops and 
their farming operations. The year 1931 brought 
a lesson home to agriculture—a farmer’s profit 
depends not only on his selling price, which is usu- 
ally out of his control, but also on his production 


costs, which in large measure are in his own hands. 


Lower the 
Costs of 


Farming 





There are many factors in good farm management, 
but this much is very clear: fast-working, labor-saving 
power and equipment is the biggest aid in cutting the 
costs of farming. During the past year hundreds of 
farmers have sent us statements showing in detail 
just how they have cut their costs to rock-bottom 
with McCormick-Deering equipment, enabling them 
to market their crops (wheat, corn, cotton, live stock, 
etc.) at a profit, regardless of the price. They cheer- 
fully credit the equipment with their ability to make 
savings and realize profits. 


The New Year holds promise for all, but it will bring the greatest rewards to those who equip themselves to 
handle all operations at lowest costs. Power and good equipment are essential to any farm, now more than ever 


before. 


Equipment has been vital to the great growth of agriculture; 


equipment and power are vital now. 


The McCormick-Deering dealer and the lines he handles deserve every consideration and every support. 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. 


OF AMERICA 


(Incorporated ) 


Chicago, Illinois 


15-30 »» 2-PLOW FARMALL *« 3-PLOW FARMALL «« 10-20 . 


McCORMICK-DEERING TRACTORS 
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[t’s time to 


on RECORDAK__ 


When a bank appliance 
that costs nothing to 
install can effect such 
important economies — 


it’s time to investigate ! 


No Capital jem pressure for economy in 


routine bank operation is 
great. Because Recordak has made 


Investment big savings in many departments 
P of hundreds of banks, it is worth 
Required— most careful consideration. 
Hence a conference on Recor- 
dak’s many-sided benefits is in 
order at the present time. The 
conference should include repre- 
sentatives of all departments 
where Recordak can be used. 
Bookkeeping department heads 
will be interested in the Recordak 
Photographic Plan of Single Post- 


Recordak pictures are retained on 16 mm. 
EASTMAN SAFETY FILM. The Recordak 
projector, shown above, reproduces on its screen 
actual size pictures of items photographed. 


ing that will immediately save 
3344% in labor, 40% in mechani- 
cal equipment, and 50% in sta- 
tionery—with completely tam- 
per-proof records and greater pro- 
tection against fraud and error. 

Transit department heads will 
consider the cash value of the 40% 
reduction made by Recordak in 
operating costs—its greater speed 
and protection in case of trans- 
portation mishaps. 


Recordak Corporation 
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mm. 
rdak 


reen 


Recordak photographs assure accurate records 
of all transactions between bank and customer. 
Greater speed...lower costs. Absolute accuracy 
greater protection. 


In the filing department the 
saving in storage space is a factor. 
Deposit tickets, for instance, can 
be photographed and destroyed 
—with a 90% saving in storage 
space and complete protection 
against loss and mis-filing. 

Then there is the value of Rec- 
ordak’s check-fraud protection 

.its ability to safeguard certi- 
fied checks and to record counter 
check payments...its good-will 


CVCILCE 


value as a service to customers. 

You will want to consider 
these advantages in the light of 
the following facts: (1) Recordak 
requires no capital investment 
but is leased at a moderate rental. 
(2) Installation can be made 
quickly with little disturbance of 
bank routine. (3) Recordak’s 
cost is far outweighed by savings. 
(4) No bank is too small to op- 
erate it profitably. 

Certainly these factors make 
Recordak a profit possibility that 
should be immediately investi- 


RECORDAK 
ECONOMIES 


BOOKKEEPING DEPARTMENT: 
Saves 33'/3Q% in labor 
40% in machinery 
50% in stationery 


TRANSIT DEPARTMENT: 
Saves 40% in 
operatin g cost 


— 


FILING DEPARTMENT: 
Saves up to 90% in 
storage Space 


PROTECTION: 


Prevents check frauds and 
wins customer good-will 


gated. Fill out and mail the 
attached coupon now and we will 
immediately send you the basic 
facts about Recordak for your 
department heads. 


RECORDAK CORPORATION 
350 Madison Avenue, New York City 


Without obligation please send me.... 
copies of material explaining Recordak 
operations in various bank departments. 


Name 
Bank 


Street 


Subsidiary of Eastman Kodak ———— 


r by mentioning THE JANUARY 1982 BANKERS MONTHLY when writing to 


Readers will confer a fare 


nur advertisers 
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National Credit Corporation 






an ‘lo Stabilize Credit 


The author gives four good reasons why every bank 
should join with the National Credit Corpora- 


— questions regarding the 
National Credit Corporation 


are being raised and some answered. 
It is interesting to note that they all 
revolve, in the last analysis, about 
one point—economie 
group-interest. 

The with 
which the ends of the 
National Credit Corpor- 
ation will be accom- 
plished, may be measured 
by the horizon which 
bounds the thinking of 
the collective banking 
mind of the nation in 
this emergency. 

If each individual 
banker looks no further 
than the boundaries of 
his own community, or 


SuUCCeSS 





tion in adjusting banking to present conditions. 


By EUGENE H. BURRIS 


4 Reasons 
For Membership In 
National Credit Corp. 


1. Concerted ac- 
tion of this sort will 
restore confidence in 
banking. 

2. It will help 
avoid unwise selling 
of securities by banks 
and their customers 
in the future. 


3. It will help 
prevent the unwise 








the proposed boundaries 

of his local National Credit Associa- 
tion, then the effective mobilization 
of the available bank liquidity, other- 
wise ineffectually diffused through- 
out the banks of: the nation, cannot 
be accomplished. 

If, on the other hand, each individ- 
ual banker is big enough in his think- 
ing to conceive that all the other 
banks in the country are fellow mem- 
bers of his and that it is to 
his best interests to subscribe to the 
support of the nation’s banking 
structure, then the banks of the 
United States may, with justice, ex- 
pect their depositors in their turn to 
cooperate, to subscribe confidence in 
the loeal bank, and to the 
hoarding of currency. 


*“raee, 


cease 


One question which has come into 
the minds of bankers in territories 
relatively free from banking grief is: 
If no bank in this territory needs 
assistance, what is to become of the 
money paid for notes of the National 
Credit Corporation by members of 
our association ? 

Obviously the purpose of cooper- 
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restriction of local 
credits to deserving 
borrowers. 


4. You ean relieve a tense 
situation in your own bank 
if one should occur. 


ation demands that the money be 
pooled for country-wide use. One 
line of thinking suggests that the re- 
spective needs of each territory 
should be given weight in determin- 
ing the proportionate assessments to 
be made upon the various associa- 
tions in mobilizing the country’s 
available liquidity through subserip- 
tions by the banks to the National 
Credit Corporation. Such an_ar- 
rangement would inject confusion 
and controversy into a program 
whose greatest effectiveness is only 
to be realized in the simplicity and 
directness with which it may fune- 
tion. 

This has been provided in the plan 
by uniform calls to be made up on 


all associations and all banks, as 


funds come to be needed by the Na- 
tional Credit Corporation. For pur- 
poses of practical operation, it has 
been proposed that certain strong 
banks in a given territory, might ad- 
vance the funds required of the local 
association in a given eall, until such 
time as the other banks in that terri- 
tory could find it feasible to take up 
their subscriptions. 

The suggested necessity for cer- 
tain banks to sell good bonds, whose 
interest requirements are amply cov- 
ered by earnings, in order to take up 
the National Credit Corporation 
notes, whose interest payments are 
optional and on a ‘‘when, as, and if 
earned’’ certain 
misapprehended dilemma to the bank 
in the fortunate position of having 
ample good bonds. The duty of the 
banker to local depositors of main- 
taining a high standard of liquid as- 
sets must be weighed against the 
duty to fellow bankers throughout 
the country of subscribing to the sup- 
port of the nation’s banking strue- 
ture. 

Furthermore, the sale of good 
bonds is not the only means of real- 
izing upon them. Bankers borrow 
upon their bonds as collateral from 
their correspondent banks for other 
purposes. Why not to support the 
National Credit Corporation ? 

The duty to local depositors is best 
fulfilled by subscribing to the sup- 
port of the nation’s banking strue- 
ture. Sufficient evidence is fresh at 
hand to bring home the fact that a 
wave of bank failures is cumulative 
in its nature. 

When the surge of bank failures 
mounted, late in 1930, we had a very 
dark December with 344 member 
bank failures in one month. In Oeto- 
ber 1931, a second wave of bank fail- 
ures eliminated 512 more banks. 
more than in any one month since 
the Civil War. 


basis; suggests a 
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The cause of this high peak in 
bank failures was the convergent ac- 


tion of three major factors, all op- | 


erating to restrict the available 
liquidity present in the assets of each 
bank. In the first place, depositor 
psychology went off on a spree of 
panie, and depositors were seeping 
(where they were not surging) out 


of the commercial banks of the coun- 


try. 
Secondly, a disorganized bond 


market, from which buying power | 


had retreated in the face of succes- 
sive waves of selling from various 


IN cLevetanp the 12 large commercial 


| banks, with aggregate deposits of 


$1,085,000.000" furnish checks on 





| 
| 


sources, vitiated the effective liquid- | 


ity of bank bond accounts. 
Finally, the slowed pulse of busi- 


ness activity had materially reduced | 


the return of money loaned to eus- 
tomers. 

The combined results of the fore- 
going three principle forces, con- 
verging to restrict the available bank 
liquidity diffused throughout the 
country, were such that it became 
vitally necessary to counteract their 
effects, stem the tide, and turn it, if 
possible. The necessity was obvious 
for mobilizing the available credit. 
so that it might be foeused upon 
points of stress in order to cope with 
the combined streams of hostile fac- 
tors. In this emergency, the Na- 
tional Credit Corporation was pro- 
jected by President Hoover, and the 
issue put squarely to the bankers 
themselves to cooperate with one an- 
other for their mutual benefit. 

Historically, our system of bank- 
ing, which is essentially one of many 
independent units, with some exeep- 


tions of course, is rooted in the in- | 


dividualist coneeption of Adam 
Smith. The qualities and charaeter- 
istics of our American civilization 
have naturally fostered this individ- 


vualism as our present banking strue- 


ture grew into its current adolescent 
state. 


Those who framed the Federal Re- | 


serve Act did not provide sufficient 
scope to the system (and perhaps ad- 
visedly at that time) to permit its 


desired effectiveness in an emergency | 


| & Son, 61 Broadway, New York City. 


like the present one. A lesser pro- 
portion than had been anticipated of 
the business transactions of the na- 
tion has provided paper rediscount- 
able through the Federal Reserve 
System. Many banks operate in com- 
munities providing no rediscountable 
paper. It is this hole in the net 
of banking flexibility which the new 
corporation may be able to fill. 


(Continued on page 44) 
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La Monte Safety Paper. To them and 
“their customers La Monte checks are 
sate checks, durable and distinctive, 
readily identified and widely accept- 


ed as the standard. George La Monte 


LA MONTE NATIONAL SAFETY PAPER FOR CHECKS 


identified by its wavy lines 
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These Brief Extracts Are 


Typical Of All 


Ideas Worth Money 


“For three years I have obtained 
a practical banking education 
from THE BANKERS MONTHLY.” 
_ “Thave found many good ideas 
in your magazine, one in par- 
ticular which has perfected our 
method of savings account book- 
ns so that it is a model for 
all.” 


“Last month I received two 
new ideas from THE BANKERS 
MONTHLY and wrote to the 
bankers responsible for writing 
them.” 

“T have read your magazine 
for a number of years and have 
been able to use a number of 
ideas which were presented.” 


“One idea culled from your 
magazine produced over 300 new 
accounts.” 

“Several articles have been 
worth more than the price of 
the magazine in actual savings 
effected in our bank.” 

“Your policy of presenting 
only the practical, everyday side 
of banking is splendid.” 


“Your magazine is especially 
valuable because your articles 
grow out of the experiences of 
successful bankers.” 

“In almost every issue there is 
an article worth a year’s sub- 
scription.” 

“Filled from cover to cover 
with good suggestions and work- 
able plans.” 

“TI read six magazines, but 
yours contains the articles which 
are absolutely essential.” 


“T cannot afford to pass up a 
single issue.”’ 

“T find your magazine helpful 
in solving administrative prob- 
lems.” 

“Suggestions given many times 
turn a loss into a profit.” 


* * 


Several In The Bank 
Benefit 


“Our officers have individual 
copies to read at their leisure.” 


“*T always read it from front to 
back before referring it to others.’ 


“Your publication is much in 
demand throughout our organi- 
zation.” 

“TI have seen your magazine 
carried by bankers on the way to 
conventions.” 

“Every officer in our bank 
takes and reads your magazine.” 


“It is read by all our officers.” 


“We ordered subscriptions sent 
to the homes of our officers.” 


“T mark certain articles for 
other officers to read.” 


“There are 18 people who read 
this magazine in our bank.” 


“The whole force find many 
helpful suggestions in your 
articles.” 


“Eleven copies of THE BANK- 
ERS MONTHLY come to our 
office.” 


“T read it and pass it on to 
our directors.” 


* * 


Directors Benefit 


“Our bank has a copy of your 
magazine sent to each director.” 

“Each copy is passed around 
to my directors, all of whom are 
enthusiastic about your maga- 
zine.” e 

“T get a lot of help from your 
magazine and especially from the 
articles on directors.” 


“In discussing some of the 
articles I find that other directors 
are reading it too.” 

“Your magazine is just as 
valuable to the director as to an 
officer.” 

“Our directors feel they get 
some good ideas and are trying to 
put some of them into use in our 
own bank.” 

“T am convinced from the dis- 
cussions in our directors’ meet- 
ings that your magazine is read 
very carefully by practically all 
our directors.” 
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Ideas For Action Win 
Executive Approval 


The Preferred Magazine 


“*Your magazine is the only one 
I really read.” 

“It has supplanted all other 
publications of a similar nature.” 

“Your magazine gets prefer- 
ence over any other reading mate- 
rial in our institution.” 

“You did me a favor when you 
persuaded me to take this maga- 
zine.” 


“T would miss THE BANKERS 
MONTHLY more than any other 
magazine I ever saw.” 


“T consider THE BANKERS 
MONTHLY to be the foremost 
magazine published for the 
banker.” 


“It’s the best there is.” 

“More items of interest than 
in any other magazine.” 

“Read by everyone who can 
get his hands on it.” 

“TI have recommended it to 
others as a mighty fine magazine.” 

“There is no magazine that 
could supplant your publication 
with us.” 


* * 


Advertising Is Of Value 


“*We feel that anything adver- 
tised in THE BANKERS MONTHLY 
is worthy of consideration.” 


“*More than one of your adver- 
tisers has profited through my 
subscription.” 


“THE BANKERS MONTHLY is 
carefully read from cover to 
cover, including the advertise- 
ments.” 

“T read the advertisements, 
feeling that they are from houses 
with whom any banker may deal.” 

“You might be interested in 
knowing that I also read the ads.” 


* *K 


Present-Day Problems 
Met 


“There never was a time in the 
history of banking when the inter- 
change of such practical ideas 
was as helpful as now.” 


“IT have obtained a practical 
banking education from THE 
BANKERS MONTHLY.” 

“We feel it necessary to read 
your magazine because of the 
rapid changes taking place in 
banking.” 

“Your magazine contains food 
for thought for every bank man.” 


“Banking has gone through a 
period of transformation and THE 
BANKERS MONTHLY is in the 
vanguard.” 

“Yours contains the articles 
that are absolutely essential for 
a banker to keep abreast of pres- 
ent-day conditions.” 


TELL US WHAT YOU LIKE 


about THE BANKERS MONTHLY so 
we can give you more of it. 


Help us to include your banking associ- 
ates and banking friends in this monthly 
national convention for the interchange of 
progressive, practical and tested ideas. 


Our editors need your guiding letter. 
THE BANKERS MONTHLY 


536 So. Clark St. 


Readers will confer a favor by mentioning THE . 


Chicago, Ill. 


JANUARY 


1932 BANKERS MONTHLY when writing to our advertisers 
















































































































































































































































































































































































































































































































































A Plan To Stabilize Credit 


(Continued from page 41) 

Its structural lines would seem to 
be soundly devised to reassure any 
banker. In order to avail yourself of 
its facilities, you need only provide 
collateral capable of passing muster 
with your own neighboring bankers. 
They may be expected to be conserva- 
tive in their appraisals, for they col- 
leetively, must accept your note. The 
note, together with the approved col- 
lateral, then becomes the basis of the 
note which the local association ex- 
ecutes in favor of the National Credit 
Corporation. 

This note of the Association, and 
the original collateral, if approved 
by the board of the National Credit 
Corporation, is accepted, and the 
money paid over to the local associa- 
tion, which in turn pays cash to the 
borrowing bank. 

The liability of the borrowing bank 
is shared by all the members of the 
local association. The obligation is 
subject to the approval of one cen- 
tral board of appraisal, impartial as 
between various sections of the coun- 
try. In this process, lies the assur- 
ance to the hesitant banker that his 
National Credit Corporation notes 
will stay out of his bad debt ledger. 


Renewed Public Confidence 


(Continued from page 12) 
Not only is it a good place to put 
bank funds, but it also helps those 
banks which are confronted with un- 
expected withdrawals. 

I believe that it can truthfully be 
said that those bankers who have 
joined in this movement have had 
their fears changed to confidence. 
This has had the all-important re- 
sult of starting them to work build- 
ing up their institutions again. 
Whereas many of us had been sitting 
tight and trying to avoid doing any- 
thing, now we are beginning to be 
energetic in constructive work that 
will make our banks still stronger 
and more profitable in the future. 

Perhaps one of the most hearten- 
ing situations to bankers in general 
is the change in the attitude of bank 
examiners. To illustrate, let me re- 
late some personal experiences. 

Some time ago, our bank was ex- 
amined and the examiner supplied 
us with a list of assets which he elassi- 
fied as prospective losses. We re- 
monstrated with him and I, person- 
ally, told him that I thought he 


44 








ought to compliment our bank for its 
good condition rather than to eriti- 
cize it because I felt that the list he 
had compiled was made up of assets 
that were good. 

He told us that he was not sent out 
to compliment banks but to eriticize 
them, and it was his business to find 
everything possible to criticize. 

At the next examination, our pres- 
ident handed the examiner the list 
of assets which had been criticized at 
the previous examination with the 
information that every one’ of the 
items had been promptly paid. 
Nevertheless, we were given another 
list which was classified by the ex- 
aminer as eligible for charge-offs. 

This was the attitude before the 
organization of The National Credit 
Corporation. Now it is quite differ- 
ent. Friends of mine who have had 
their banks examined recently tell me 
that the examiners now have the at- 
titude of service. They are anxious 
to encourage and help the banks they 
examine, They get more information 
about each item before criticizing. 

While I do not wish to convey the 
that I think bank examiners 
ought to be too lenient, it is surpris- 
ing to me that they can in two days 
determine the value of our 
without any more investigation than 
they have given in times past. We 
feel that examiners ought to help us 
protect our interests by giving us 
good advice and giving us an out- 
side viewpoint. 


idea 


assets 


This they are doing now, and I 
truly believe that the spirit back of 
The National Credit Corporation has 
brought this about. 


Basic Facts On Auto Credits 


(Continued from page 11) 

it should be, by allocating a certain 
number of cars to be absorbed by 
each distributor and dealer, and this 
number of being in greater 
proportion than the natural demand 
for cars on the part of the buying 
public, it results in wild trading.’’ 

William Robert Wilson, vice presi- 
dent and general manager of the Reo 
Motor Car Company, believes that : 

‘“*The commercial banking business 
can assist the automobile industry : 

1. By discouraging the dealer from 
extending his operations beyond the 
scope justified by his capital and 
experience. 

2. By assisting in promoting this 
year’s local automobile shows, as 
they will contribute to publie confi- 


ears 








dence if properly conducted. 
3. By taemg the tact that recent 
experience has demonstrated that 
losses on automobile paper during 
the depression period have not 
exceeded normal experience—a con- 
clusive answer to the question of 
unusual risk with such paper. 





‘In our own industry. we can’t 
help but feel that the ceaseless forces 
of wear and tear are bound to bring 
about a return of buying.’’ 

C. W. Avery, president of the 
Murray Corporation of America, in 
a brief but trite statement, 
‘“*The bank should have the same 
relation to industry that the electric 
storage battery has to the automobile 
engine. Under certain conditions, 
the engine produces more electrical 
enérgy than it requires. The surplus 
is sent to the storage battery, which 
stands ready to supply energy in 
varying amounts, under 
requirement conditions. 
stored energy.”’ 


Savs: 


changed 
Money is 


From these statements it will be 
seen that there is a general impres- 
sion to the effect that bankers are 
inclined to classify all dealers as bad 
eredit risks. How this impression 
has arisen, I am at a loss to say, but 
it is certain that it must be corrected. 

Surely, no banker ean find fault 
with the suggestion that each dealer 
be considered on his own merit! 
Sound banking dictates that this 
should be done, but if this criticism 
from our friends in the automobile 
industry will serve to bring about a 
better understanding, we shall all 
have cause to be grateful. 

If bankers can assist in making 
the dealer a better business man, 
they should obviously do so, not 
only for the good of the dealer and 
for the good of the industry, but for 
their own good. , 


As to the ‘‘used ear’’ problem, 
that, too, must come under the head- 
ing of ‘‘making the dealer a better 
business man,’’ for sound business 
practice would, we are told, turn 
many ‘‘trade-in,’’ and ‘‘used ear”’ 
losses into profits. 

Obviously, bankers owe it to them- 
selves as, well: as to the industry, to 
show that they are willing to assist 
to the full extent of their ability 
commensurate with sound banking 
practice, and this is all these exeeu- 
tives ask. 

Banking has been brought closer 
to industry than ever before as a 
result of the happeuings of the past 
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two years. The two can be brought | 
still closer together, and_ closer 
cooperation with the great automo- | 
tive industry, declared by authorities | 
to be the backlog of the country’s| 
prosperity, will be a major factor in| 
bringing about that most desirable | 
and necessary result. 


Back To Commercial 
Banking 


se & 
Since % 
Continued from page 20) . 


emergency institutions help to re- A i } ue k § . 

lease resourees so that they can be at EDaa a aol 

employed for new production pur- 

poses. bankers 
A further constructive suggestion 

is that a new stream of credit has to 

be poured through the banking sys- 

tem. This new stream does not need 

to be large in order to accomplish 

the purpose of reversing the tide and S37.000.000.00 

giving all phases of business an up- 

ward momentum. The Federal Re- 

serve Banks determine whether or 

not there should be sueh a stream of 

new credit. Thus far, I would con- 

strue their attitude to be one of 

acquiescence in the tidal wave of 

liquidation and contraction. 


Capital and Surplus 


We should be on the outlook for a 
constructive reversal of this attitude, 
for a definite policy of combatting | 
the ravages of deflation and over- | 
liquidation. The signs of any such | 
change of attitude would take the 
form of a definite, persistent build- | 
ing-up of excess reserves for the} 
member banks by open market pur- 
chases or by moral suasion with some | 
of the larger banks as to their vol-| 
ume of rediscounts. 

At first, member banks will com- 
plain bitterly about having excess 
reserves forced upon them because, | 
as individual institutions, they are 
likely to feel that they already have 
too much idle money. But this in- 
dividualistie attitude on their part | 
is a very poor criterion of the real | 
needs of the nation in its entirety. | 

A central bank should go against | 
the basie fears of the crowd mind | 
instead of giving in to this force. | 
This requires that they should foree | 
the pace of expansion a little bit at | 
the very time when bankers en masse | 
are excessively fearful. 

Constructively, therefore, there 
are duties for individual bankers to 
assume and for the central banks to | 
assume. The task is not imemaiiie’ 
but it is a challenge to determined | 
effort and to broad vision. 
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Legal Reserve Requirements 


(Continued from page 34) 

plus vault cash compared with re- 
quirements under the proposed for- 
mula, From this we learn that the 
proposed formula would have called 
for reserves about $500,000,000 
larger than the members were ac- 
tually obliged to carry in 1929. 
Would this addition have been suffi- 
cient to check the stock market boom ? 
Or would it have required an addi- 
tion of $1,000,000,000 to the reserves 
to accomplish this end? 

And 


ties, 


in view of these uncertain- 
might it not be even better, if 
the Federal Reserve authorities were 
given discretion to increase the per- 
centages of reserve required against 
average daily activity,—even to 
double them, if necessary? If the re- 
serve authorities are to recommend 
a change now, the specific degree as 
well as the direction of the change 
becomes their responsibility. Might 
it not be better to let them exercise 
it experimentally when the situation 
arises? 

Fortunately, there is no need for 
haste in legislating upon this subject. 
The requirements under the pro- 
posed formula would be lower at this 


time than they are under the exist- 
ing law. They will probably remain 
so for many months to come. That 
will give time for the publication and 
study of further data on the subject. 
It will also furnish leisure for 
thought upon this report. 

As the committee itself asserts, it 
is an entirely new approach to the 
reserve problem. Many things which 
cannot now be foreseen will prob- 
ably happen in the field of interna- 
tional finance and credit. In the 
meantime, we can study our situa- 
tion in the light of the facts presented 
in this report, and the arguments 
there set forth. That it will stand as 
a milestone in the discussion of bank- 
ing reserves there can be little doubt. 


When you are comparing the re- 
turns from outside investments with 
the returns from local loans, do not 
fail to recognize the fact that it costs 
a great deal more to make a local 
loan than it does to make an outside 
investment, if the proper investiga- 
tion is made of the credit before the 
loan is accepted. 


Use your correspondents more as 
a source of information. 


FOPOOOSSS OSS OSSS SESE SSSS OSSD FOOD EOOD ELSE OESS OPES ODES OOOO OPED COOP EODD BOOS OOOO POOP ODOO OOOO OOO e, 


Correspondent Banks 


NBARLY a century’s accumulated 
conservative progress have qualified the West- 
minster Bank to offer its characteristic service as 


a London co 


and representation in every b 


ndent to foreign 


town in the 


world, and is amply (as are the Paris 
and Brussels offices fr th ah Foreign 
Bank) for specialized service in credits, collec- 
tions, exchange, and all the ramifications of 
commercial finance. Banking houses wis to 
establish a London connexion are invi 
to communicate with the 


Manager 


WESTMINSTER BANK 


LIMITED 
New York Representative 
Cc. M. PARKER, 68 WILLIAM STREET 


HEAD OFFICE: 


ience and 
banking es- 
tablishments. It functions through a system of 
over a thousand of its own branches in England 
i 
| 


41 LOTHBURY, LONDON, 


E.C.2 


res Re Ete tration s Acsonh- Meineson Seiten ttectteh tent Ree 


How To Control Bank Costs 


(Continued from page 23) 
with additional control features is 
desirable. 

In the audit of deposits, as in all 
other forms of auditing, care must 
always be taken to avoid placing in 
the hands of the auditor or other 
person designated to perform tem- 
porary or permanent audit functions, 
a dangerous combination of duties 
or authorities. No person perform- 
ing such duties should ever have 
signing authority and there is no 
legitimate reason for lodging in such 
a person the power to originate en- 
tries and have them passed through 
the bank’s books. There is no one to 
audit the auditor. 

Capital 

This represents the interest the 
owners have in the bank. These 
values are segregated into certain 
accounts—capital stock, surplus, un- 
Civided profits and current earnings. 

Capital Stock The first element 
of control lies in the control of the 
blank stock certificates. They may 
well be in dual custody and released 
only in limited numbers. Upon the 
oceasion of a transfer, the old cer- 
tificate, together with the new, should 
be presented to the signing officials 
(usually the cashier and the presi- 
dent or a designated vice president ) 
and they should assure themselves 
that: 

1. The old certificate has been 
properly assigned and cancelled. 

2. That the new certificate or cer- 
tificates are for the same number of 
shares as called for by the old. 

As a further precaution, dividend 
cheeks should be filled in and mailed 
by some one other than the individ- 
ual who keeps the capital stock ree- 
ords. ‘ 

Surplus Entries should be made 
to this account only at rare intervals 
and then only upon approval of the 
managing heads of the bank—their 
approval to be evidenced by their 
personal endorsement on the entry 
ticket. 

The surplus account is a special 
account, generally described and 
limited by banking laws, and entries 
to this account should, in every in- 
stance, be made with due regard for 
the governing statutes. 

Undivided Profits At the close 
of the bank’s accounting period, 
monthly, quarterly or semi-annually, 
current earnings are closed into un- 
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divided profits, as are loss and re- 
covery accounts. Closing entries 
should be checked by a designated 
individual (the auditor). Certain 
items of income or expense, not prop- 
erly pertaining to current operations 
may from time to time be entered in 
the undivided account and dividends 
may be paid from this account in 
banks where day to day reserves for 
dividends are not provided. In all 
such eases, entries should be ap- 
proved and initialed by the executive 
heads of the bank. 

Current Earnings Current earn- 
ings represent the difference between 
income, expenses and loss and re- 
covery accounts. Comment on the 
control of these items appears in sub- 
sequent chapters. 


Reserves 


The liability accounts commonly 
known as ‘‘reserve accounts’’ may be 
divided into two classes: True re- 
serves and anticipated expenses. 

The true reserve is an unallocated 
item—a part of the bank’s undivided 
profits set aside to meet some pos- 
sible or more, or less definite contin- 
gency. Such accounts should change 
only upon authority as provided in 
the case of undivided profits. 

Anticipated expense accounts rep- 
resent definite, allocated items—they 
are set up day by day or month by 
month to ‘‘take the edge’’ from cer- 
tain anticipated expenses; to even 
off the bank’s earning position. 
They should receive the same _ pro- 
tection accorded expense accounts— 
to be discussed in a succeeding chap- 
ver. 


Bills Payable And Rediscounts 


Original and periodie verification 
of balances and collateral, direct with 
the holder, provides a good measure 
of protection over such accounts. 
When secured, special auditing care 
must be given changes in collateral. 


Bank’s Liability a/c Letters Of 
Credit And Acceptances 


In the article on auditing resources 
a few words were said on the general 
nature of letters of credit and of 
acceptances and both types of items 
were plainly branded bank liabilities. 
In addition it may well be said that 
the letter of credit and the accept- 
ance become, in plain terms, bills 
payable of the bank and are to be 
audited exactly as prescribed for 
bills payable and rediscounts. 
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A. n Al] Purpose 


SAFETY BOND 


Of course, the first reason for a check paper is its use as a bank check. To qualify, it 


must have safety features to guard against criminal alteration. It must also be a 
tough, flexible paper with an easy writing surface, and it should afford clear legibil- 
ity. The texture or color of the paper must not reduce the clarity of the check im- 
print nor its written execution. 

Gilbert Safety Bond succeeds in maintaining these characteristics to the very full- 
est extent of their usefulness. Its strength and writing surface are natural superior 
qualities because Gilbert Safety Bond is a rag content bond, containing the essential 
properties demanded of this kind of paper. 

One safety feature is achieved through a chemical treatment of pulp durin’g the 
manufacture of the paper but does not reduce its value from the standpoint of leg- 
ibility. The other is accomplished by its plain one tone color which can be imprinted 
with an all-over pattern common to the earlier ideas of bank check paper. It affords 
extreme contrast to lithographic or printed imprints. 

This maintenance of all the characteristics a good safety paper should have is the 


reason Gilbert Safety Bond is the “All Purpose Check Paper.” 


GILBERT SAFETY 


BOND g 
ae : 
Made by GILBERT PAPER CO., Menasha, Wis. I 


\ USE BETTER 
\ 


Or 





PAPERS 7 
rs 


4 7, 







. . Public Holidays - - 


For January 


January 1—New Year’s Day—all states. 

January 8—Louisiana 

January 19th—Robert E. 
day—Arkansas, Georgia, Kentucky, 
North Carolina, South Carolina, Vir- 
ginia, Alabama, Florida, Mississippi, 
Tennessee 


Lee’s Birth- 


For February 


Mardi Gras or Shrove Tues- 
day—Alabama, Florida and Louisiana 

February 12—Lincoln’s  Birthday— 
Alaska, California, Colorado, Connec- 
ticut, Delaware, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Michigan, 
Minnesota, Montana, Nebraska, Nev- 
ada, New Jersey, New York, North 
Dakota, Ohio, Oregon, Pennsylvania, 
South Dakota, Tennessee, Utah, Wash- 
ington, West Virginia, Wyoming 

February 14—Arizona 

February 22—Washington’s Birthday— 
In all states 


February 9 


For March 


March 2—Texas 
March 5—Arbor Day in Arkansas 
. March 25—Maryland Day—Maryland 
Good Friday—observed in 
Florida, Louisiana, Mary- 
land, Pennsylvania, Tennes- 
see. 
30—Seward’s Day—Alaska 
Arbor Day—Wyoming 


March 


For April 


April 12—North Carolina 

April 13—Alabama 

April 15—Utah 

April 19—Maine, Massachusetts 

April 21—Texas 

April 22—Nebraska 

April 26—Memorial Day—Georgia, Ala- 
bama, Florida, Mississippi 


For May 


May 1—Labor Day—Philippine Islands 

May 10—North Carolina, South Carolina 

May 13—Arbor Day—Rhode Island 

May 20—North Carolina 

May 30—Decoration Day in every state 
but Georgia, Alabama, Florida, Louis- 
iana, North Carolina, 
South Carolina, and District of Colum- 
bia 


Mississippi, 


For June 


June 3—Jefferson Davis’ Birthday and 


Confederate Decoration Day—Ar- 
kansas, Georgia, South Carolina, Vir- 
ginia, Alabama, Florida, 
Mississippi, Tennessee, Texas and Vir- 
ginia 

June 15—Pioneer Day—Idaho 

June 20—West Virginia 


Louisiana, 


For July 


July 4—-Independence 

state 
July 13 
July 24 


Day—in every 


Forrest Day—Tennessee 
Pioneer Day—Utah 


48 


For August 


August 1 
August 13 

Islands 
August 16—Vermont 


Colorado Day-——Colorado 
Occupation Day—Philippine 


For September 


First Monday—Labor Day—All states 
but Philippine Islands 

September 9—California 

September 12—Defender’s Day 
land 


Primary Election Day—Wisconsin 


Mary- 


For October 


October 11—Fraternal Day—Alabama 

October 12—Columbus Day—California, 
Connecticut, Delaware, Idaho, Illinois, 
Indiana, Kansas, Kentucky, Louisiana, 
Maine, Maryland, Massachusetts, Mon- 
tana, Nebraska, Nevada, New Hamp 
shire, New Jersey, New Mexico, New 
York, North Dakota, Ohio, Oklahoma, 
Oregon, Pennsylvania, Rhode Island, 
Texas, Utah, Vermont, 
West Virginia 

October 14—Farmer’s Day—Florida 

October 18—Alaska Day—Alaska 

October 20—Oklahoma 

October 31—Nevada Admission Day 
Nevada 


Washington, 


For November 


November 1—All Saint’s Day—Louis 
iana 

November 11—Armistice Day—Alabama, 
Arizona, California, Colorado, Connee- 
tieut, Delaware, Florida, Idaho, IIlli- 
nois, Iowa, Kentucky, Louisiana, Mary- 
land, Maine, Massachusetts, Michigan, 
Mississippi, Missouri, Nevada, New 
Hampshire, New York, North Dakota 
Ohio, Oregon, Pennsylvania, Rhode Is- 
land, South Carolina, Tennessee, South 
Dakota, Texas, Utah, Vermont, Vir- 
ginia, Washington, West Virginia, 
Wyoming. 

November 15—Election Day—Pennsyl- 
vania, Rhode Island, Virginia, Wash- 
ington, Minnesota, West Virginia, 
Wyoming, Alaska, Arizona, Illinois, 
Towa, Montana, New Hampshire, North 
Carolina, Ohio 

November 24—Thanksgiving Day—All 
states but Kansas and Oregon 

November 30—Bonifacio Day—Philip- 
pine Islands 


For December 


December 25th—Christmas—aAll states 
December 30th—Rizal Day—Philippine 
Tslands 


Provisions Governing Holidays 
& 


Any day designated by the President of 
the United States or the Governor of the 
individual states as a day of fast, thanks- 
giving or Publie Holiday is observed by 
the following: 

Wyoming, North Dakota, Iowa, Alaska, 

Connecticut, Kentucky, Maryland, New 

Mexico, South Dakota, New Hampshire, 

Virginia, California, District of Colum- 


bia, Indiana, Iowa, Louisiana, Maryland, 

New Jersey, New Mexico, New York, 

North Carolina, North Dakota, Okla- 

homa, Rhode Island, South Carolina, 

South Dakota, Tennessee, Texas, Utah, 

Vermont, Virginia, West Virginia 

In every state, business is transacted on 
the first business day following the holi- 
day. If the holiday falls on Sunday, it is 
celebrated on Monday except that if Armis- 
tice Day falls on Sunday, in Colorado it is 
celebrated on Saturday. 

In the following states Saturdays from 
12 noon to midnight are designated as legal 
holidays: California; District of Colum- 
bia; Illinois; During June, July and 
August in Colorado; in Indianapolis in In- 
diana; in cities over 6,000 in Louisiana; 
Michigan; New York; Ohio; Pennsylvania ; 
Tennessee; in Charleston and Richland 
counties in South Carolina. 

General election days (State and Na 
tional) are designated as legal holidays by 
the following states: Arkansas (all general 
biennial days), California, Colorado, Dela- 
ware, Idaho, Illinois, Indiana, Iowa, Mary- 
land, Michigan, Minnesota, Montana, Mis- 
souri (presidential election day only when 
it falls on state election day), Nevada, New 
Hampshire, New Jersey, North Dakota, 
Oklahoma, South Carolina, South Dakota, 
Tennessee, Texas, and New York. It is a 
half holiday in Ohio. In Wisconsin, any 
municipal election day is a holiday in the 
city where the election is being held. Pri 
mary day is a half holiday. 

A Negotiable Instruments Law is in ef 
fect in all states with exceptions noted, the 
maturity section of this law is as follows: 

‘*Every negotiable instrument is pay- 
able at the time fixed therein without grace. 
When the day of maturity falls upon Sun- 
day or a holiday, the instrument is payable 
on the next succeeding business day. In- 
struments falling due on Saturday or be- 
coming payable are to be presented for 
payment on the next succeeding business 
day except that instruments payable on 
demand may, at the option of the holder, 
be presented for payment before 12 o’clock 
noon on Saturday when that entire day is 
not a holiday.’’ 

The exceptions to this section are as fol- 
lows: Massachusetts, New Hampshire, 
North Carolina and Rhode Island allow 
grace on Sight Drafts. In Arizona, Ken- 
tucky, Mississippi, Nebraska, North Caro- 
lina, Washington and paper 
maturing Saturday is payable the same 
day. 


Wisconsin 


As an indication that it keeps faith 
with its customers—the cotton grow- 
ers and the mills—the Citizens Na- 
tional Bank of Waco, Texas, 
cloth stationery with the following 
statement on the bottom. ‘‘By using 
cloth stationery we are continuing 
our policy of nearly a half century: 
That of keeping faith with our eus- 
tomers, the growers and the mills.’ 


uses 


Help the editor of your local paper 
by giving him accounts of get-rich- 
quick schemes that benefited only 
the promoters. 
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The Bankers’ Librarian 


The seasoned life of man is preserved and stored up in books.—Milton. 


DISTRIBUTED LEISURE by L. C. 
Walker. Published by the Cen- 
tury Co., New York, Cloth, 246 


pages, $2.25. 


Advocating a balanced distribution of 
leisure and employment, this timely and 
broad-visioned analysis and discussion 
proposes a practical solution to the most 
distressing recurrent problem with which 
industry has to deal. ‘‘The'world today,’’ 
says the author, ‘‘needs goods and leisure, 
what it has are goods and unemployment. 
If mass unemployment could be converted 
into usable leisure, the aim of our indus- 
trial life would be attained.’’ This 
be accomplished, the author _ believes, 
through an equitable distribution of work 
and leisure and by making leisure desirable 
and beneficial. 
The last thing 
unemployment. 


ean 


that bankers want is 
One of their problems is 
to try to solve it. Another is to guide and 
advise commercial accounts rightly. There 
fore, the suggestion of distributed leisure 
as advocated by Mr. Walker becomes one 
of interest to every banker today. 


CREDIT AND COLLECTION PRIN 
CIPLES AND PRACTICE by Albert 
F. Chapin. Published by 
McGraw-Hill Book Co., N.Y. C.. 
Cloth, 509 pages. 


Never was there a time when credit was 
more vital in banking than it is today. 
Never have we realized the need of mak 
ing the right kind of loans, the loans that 
will be liquid 
Never there 
mercial accounts 


when we want them to. 


been a time when 


need 


has com 


advice as they do 
now. 

For these book 

In clear, con 
deals first with the 
credit, into its 
structure and operating facilities. Then 
it takes up credit investigation and anal 


this 
thing to offer the banker. 
cise, easy terms it 
fundamentals of 


reasons, has some 


roing 
going 


ysis and develops the processes of making 
loans. Finally it concerns itself with the 
protection and redemption of credit, the 
cure of after it is made. While 
the book is not written for bankers alone, 
it is no less valuable, for the banker must 
have the other man’s viewpoint as well as 
his own, 


the loan 


SEVEN Keys’ To RETAIL 
Prorits by Clyde Bedell. Pub 
lished by McGraw-Hill Book Co., 
Inc., N. Y. C., Cloth, 422 pages, 


> 


$3.50. 


If you can give a customer ONE mer 
chandising idea which makes a profit for 
him, what faith he will have in your judg 
ment—and you have placed an additional 
picket in the fence that protects your loan. 
If you can give him two, or three, or seven, 
then he will have to bring his friends to 
your bank. He it to his friends to 
help such banking aid. 

Well, book 


owes 


here’s a which tells in a 


Readers will confer a favor 


bu mentioning THE JANUARY 


direct, interesting way the precise methods 
by which modern produce profit. 
These methods are knit together into a 
complete well-rounded merchandising pro- 
gram. Of even greater importance, it tells 
plainly how to use proved profit 
methods—one step at a time—in the aver- 
age retail store. 


stores 


these 


RECENT TRENDS IN AMERICAN 
Hovusine by Edith Elmer Wood. 
Published by Macmillan Co., 
N. Y. C., Cloth, 297 pages, $3. 


When should’ you encourage building in 
your community, when discourage it? When 
should you make loans to finance building 
when advise waiting? These are questions 
every banker must face. Naturally, he can- 
not scientifically answer them without help. 
What housing projects are feasible, which 
not? What housing project should be de- 
veloped in your community?) What 
some of the factors which increase or dim- 


are 


inish the value of houses already standing’ 

New light is thrown on these and other 
problems by Dr. Wood. interested 
in both restrictive and constructive hous- 
ing measures, but she emphasizes the need 
of making better available to a 


larger percentage of people 


She is 


homes 
the construe- 
tive policy. 


THe Rieut To Work or How 
To Stabilize Industry and Em 
ployment by A. M. Lorentz. 
Published by The Gorham Press, 
Boston, Cloth, 154 pages, $1.dv 


This book in the belief that 
government ownership of essential indus 
tries to relieve unemployment, as advocated 
by the Socialists, is unnecessary; that a 


is written 


remedy is attainable by the improvement, 
rather than by the abolition, of our present 
industrial system. ‘‘One step at a time, is 
a mighty good slogan for us short-sighted 
mortals,’’ says the author. ‘** Depend more 
upon yourself and less on your govern 
ment, for until we much 
wiser, the abandonment of self-help is the 
abandonment of freedom.’’ Mr. Lorentz 
suggests the way to relieve an industrial 


become wiser, 


depression is to endow the idle with pur- 
chasing power. He suggests that this be 
done by the Government’s putting them to 
work on governmental projects. ‘‘ The em 
ployment of men in this way would be but 
temporary because their earnings would 
demand for commodities, which 
in turn would reeall the men to their regu- 
lar jobs. 


create a 


Thus, the industrial equilibrium 
would be restored and maintained.’’ 


ROBINSON CRUSOE’S MONEY 
by David A. Wells. Published 
by Peter Smith, New York, 


Cloth, 118 pages, $2.50. 


This book was first published in 1876 
during the period of the greenback infla- 
tion in an effort to the economic 
fallacy of departing from the gold stand- 


show 
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ard. The publisher feels its re-publication 
is particularly timely now. 

It is a story of money. Knowing that 
matters relating to currency are generally 
considered dry by the reading public; the 
author sought for a means to make his 
book interesting. Finally he hit upon the 
thought of people cast upon a desert island 
aud how they developed the use of money. 
So the book is both interesting and infor- 
mative. 


BUSINESS AND PROFESSIONAL 
SPEAKING by Sanford and 
Yeager. Published by McGraw- 
Hill Book Company, Ine., Cloth, 
365 pages, $5. 


‘* Effective speaking pays dividends in 
business success,’’ state the authors. ‘‘ And 
this book has grown out of a realization of 
the need for specific training in the types 
of business address and in the personal 
conference.’’ Business men, -professional 
men, and bankers (who are both) have to 
talk in the operation of theif every-day 
affairs. How vital it is that this talking 
be done in the most effective and convine- 
ing manner. 

This book is designed to enable men so 
to do and it deals with every phase of 
speaking the speaker will encounter, be- 
ginning with the principles of persuasive 
speaking, then a discussion of the types 
of business talks and coneluding with the 
personal conference. It is interestingly 
and simply written as well as exceptionally 
informative. 

No successful bank ean be a private 
institution; it must publie 
servant. 


be a 


The management of a_ business 
really needs to be checked more in 
times of stress than when business 
is coming with little effort. 


BIG NEWS! 
Value of Bank Advertising 
Quadrupled 


(About time, isn’t it? ) 





Master Stroke That Was Not 
To Be Sprung Until Spring 
Is Now Ready 


Reed has added a Merchandising 
Plan to Reed’s Master Plan, which 


quadruples its value—assures 
co-operation and goodwill of every 
desirable business house. An un- 


buyable asset, you'll admit. 


The idea is big, new, practical. 
More big news—good news, too! 


Reed’s Merchandising Plan is combined 

with Reed's Master Plan, Reed’s MacManus 

Plan and Reed’s Merit Plan at no additional 
expense to the Bank. 


Phone, wire or write for particulars 


PM. RE E D 


& Banker Associates 


‘TRIBUNE TOWER nit CHICAGO 


when writing to our advertisers 


















































































































































66 HAT the banking machinery of the 
country probably ought to include 
some recognition of security or Lombard 
loans and also of 
real estate loans is 
said John 
E. Rovensky, vice 
president of The 
National City Bank, 
N. Y., in a speech 
delivered before 
the American Sta- 
tistical Association 
at Aldine Club, 
New York. ‘‘But 
the Federal Re- 
serve Act should 
be left unchanged 
and remedies should be sought outside the 
banks of issue—the Federal Reserve Banks. 
‘‘Security or Lombard loans and also real 
estate loans were almost entirely left out of 
calculation by those who drafted the Fed- 
eral Reserve Act, and, in my judgment, they 
were wise in so doing. We must bear in 
mind that the Federal Reserve Banks issue 
money. The soundness of our circulating 
medium is dependent upon their liquidity; 
the elasticity of our currency is dependent 
on their method of operation, and I am op- 
posed to any measure that even remotely af- 
fects these two important factors. 

“*Tt may be true that some slight broad- 
ening of the act could be effected without 
harm, but I believe that enough of this 
could be done through the regulations of 
the Federal Reserve Board, without any 
changes in the act itself. I fear that legis- 
lative changes may open the door to future 
tampering with the act, the harm of which 
would be far greater than the benefits of 
present proposals. 


clear,’’ 





J. E. ROVENSKY 


‘*One of the things which stands out 
most plainly is the limitations of our ma- 
chinery for handling real estate loans. 

‘*In small country towns the percentage 
of loans based on real estate runs quite 
high. In many cases, loans apparently in 
the form of straight notes are in fact real 
estate loans, because a mortgage is taken 
as additional security usually not cited in 
the note. These loans perform a useful 
function in the community and within 
limits are not improper transactions on the 
part of the local bank. 

‘*These loans, because of their lack of 
liquidity, should not be given access direct- 
ly or indirectly to the Federal Reserve 
Banks. However, there ought to be some 
machinery that would enable a country 
bank to obtain temporary relief in the case 
of unusual withdrawal of deposits. Presi- 
dent Hoover’s proposal for the establish- 
ment of 12 regional home loan discount 
banks has much merit and these banks 
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-WHO’S WHO IN BANKING NEWS 





“Security And Real Estate Loans 
Need Recognition” 


—Rovensky 


would be beneficial, if properly developed 
and managed. As an alternative plan, I 
suggest the reorganization and strengthen- 
ing of the existing Federal Land Bank 
System, with the extension of their oper- 
ations to include the rediscount of home 
loans 

“‘It would, of course, be absolutely 
necessary, that transactions of the member 
banks with the Federal Land Banks be 
restricted to repurchases of a temporary 
nature. Under no circumstances should the 
Federal Land Banks become outlets or a 
dumping ground for the real estate loans 
of the member banks. 

‘“TIn the field of security loans, the Na- 
tional Credit Corporation gives every indi- 
cation of being the agency that will meet 
the most important requirements of the 
present situation. This corporation, it is 
hoped, will develop as a permanent part of 
the banking structure, a sort of national 
clearing house association, which, by pool- 
ing the resources of associated banks 
would in time of special need, rediscount 
with the Federal Reserve Banks. 

‘«There is a field of activity open to the 
National Credit Corporation in acting as a 
bank of rediscount in connection with the 
security operations of member banks. To 
do that, of course, it would have to be de- 
veloped from the present primitive form, 
necessitated by the hurry of its organiza- 







tion. Whatever permanent form the organ- 
ization takes, it, too, must not become an 
outlet for security loans. 


‘*Tf any changes in our banking ma- 
chinery are to be made, I believe that these 
two are all that are advisable. 

‘*T wish to emphasize again that in 
framing them such restrictions must be 
adopted so that in times of prosperity 
there would not be a possibility of their 
doing more harm than good by adding to 
the inflationary tendencies that 
come into play at such a time.’’ 


always 


Central Republic Promotes 
Wilfrid L. Burgess 


Announcement of the appointment of 
Wilfrid L. Burgess as vice president of 
Central Republic Bank and Trust Co., 
Chieago, in charge of operations of the 
bank, effective immediately, has been made 
by C. C. Haffner, Jr., executive vice presi- 
dent. 

Mr. Burgess has been with the bank for 
over 30 years, having started as a mes- 
senger with the Western State Bank, which 
later through merger became a part of 
the present institution. His early experi- 
ence was entirely with the general opera- 
tions of the bank. In 1909 he joined the 
Trust Department and later was promoted 
to chief clerk. He was made assistant sec- 
retary in 1919, assistant cashier in 1920, 
and assistant trust officer in January 1927. 
He was appointed assistant vice president 
of the trust department in January 1930, 
which office he held until his elevation to 
the vice presidency of that department 
last July. 





Mr. Mitchell Describes The 


Basie 


Charles E. Mitchell, chairman of the 
board, National City Bank, New York, told 
the Senate sub-committee on December 2: 

The situation today is a back-wash of 
the world war. There was an excess of 
production. It displayed itself in real 
estate and security values. As we look 
back we can see that curbs might have been 
effective on production, distribution, in- 
vestment banking and consumer buying. 

The publie just took the bit in its 
teeth and ran around the banks, although 
undoubtedly the policy of the banks was 
too liberal. 

The simple fact is that we capitalized 
destruction from 1914 to 1918—issued 
securities against destroyed wealth at three 
times its intrinsic value. Then from 1918 
to 1929 we pretended that those securities 
were good—and believed our own lies to 
the extent that their prices rose inordi- 
nately. 

The grim facts were bound to catch up 
with us sooner or later. An awakening was 





Cause 


inevitable and it is here. 

The world did not add a hundred billion 
dollars to its wealth as a result of the 
world war. 

American farms did not become fourteen 
million dollars more valuable because de- 
stroying armies wasted their products. 
American industries did not earn the money 
they were paid for arms and munitions. 
American labor was not benefited by the 
withdrawal from production of a million 
men and the death of one in twenty of 
them. 

And what is true of American agricul- 
ture, industry and labor is equally true of 
agriculture, industry and labor in every 
country of the world. 

A war costs money. A war destroys 
wealth forever. The cost and the destruc- 
tion may be concentrated on a few victims 
or distributed in a myriad of different 
ways. The loss may be taken at once or 
deferred by installments over centuries. 

But Mars collects-—-on delivery. 
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Sidney Maestre Elected President 
Of Mississippi Valley Trust Co. 


Sidney Maestre has been elected presi 
dent of the Mississippi Valley Trust Co., 
St. Louis, to follow the late J. Sheppard 
Smith. Maestre was formerly president of 
the Mereantile-Commeree Co., which is affil- 
iated with the Mercantile-Commerce Bank 
& Trust Co. 

Mr. Maestre, who is 40 years old, is one 
of the youngest men to be elected to the 
presidency of a major banking institution 
in St. Louis. He was selected by a special 
committee, headed by E. B. Pryor, chair- 
man of the board of directors of the 
Mississippi Valley Trust Co., which sur- 
veyed the financial field for a successor to 
Mr. Smith. This committee submitted its 
report, recommending the election of 
Maestre, to the board of directors. 

Mr. Maestre’s advance to a leading posi- 
tion in banking affairs in St. Louis has 
been rapid. He was graduated from the 
University of Missouri in 1913 and imme- 
diately entered the investment banking 
business as a bond salesman and shortly 


Denver Bank Adds Business 
Experience To Its Staff 


Roblin H. Davis, well-known Denver 
wholesale druggist and stockman, was re- 
ecntly made executive vice president of 
The Denver Na- 
tional Bank. 

He brings to the 
bank a wealth of 
valuable experience 
in mereantile and 
financial lines. He 
has been a direc- 
tor of The Denver 
National since 
1915, and a diree- 
tor of the Denver 
branch of the Fed- 
eral Reserve Bank 
of Kansas City for 
six years. He has been president and gen- 
eral manager of the Davis Brothers Drug 
Company since 1912. 

Among his many activities Mr. Davis 
was president of the Denver Chamber of 
Commerce in 1922; is a past president of 
the Cactus and Mile High Clubs; is presi- 
dent of the University Club; and was re- 
cently elected president of the National 
Wholesale Druggists Association. He still 
has extensive livestock and ranching inter- 
ests in Wyoming and Colorado. 





ROBLIN H. DAVIS 


Large Detroit Banks Merge 


The Guardian Detroit Bank and the 
National Bank of Commerce of Detroit, 
both belonging to ‘the Guardian Detroit 
Union Group, have merged to form a bank 
with more than $150,000,000. 

The new bank will be known as the Guar- 
dian National Bank of Commerce. It will 
have capital of $10,000,000, surplus of 
$5,000,000, undivided profits of $1,500,000, 
and reserves exceeding $6,000,000. 


thereafter joined the Mercantile Trust Co. 
as assistant manager. 


Later he went to Kansas City to become 
a partner in Stern Brothers & Co. He re- 
turned to St. Louis in 1919 and became 
manager of the bond department of, the 
Mereantile Trust Co. Five years later he 
became vice president of the company, and 
when the Mereantile Trust Co. was merged 
with the National Bank of Commerce to 
form the present Mercantile-Commerce 
Bank & Trust Co., Maestre was named as 
president of the investment unit, the Mer- 
cantile-Commerce Co. 


He was also a member of the board of 
directors of the Mereantile-Commeree Bank 
& Trust Co. and is chairman of the Missis- 
sippi Valley group of the Investment 
Bankers of America. 


Officials of the Mereantile-Commerce 
Bank and Trust Co. announced that the 
successor to Maestre will be selected by 
the board of directors in January. 


RALPH C. GIFFORD, vice president 
and director, was elected president of the 
First National Bank, Kentucky Title Trust 
Co. and affiliated institutions, of Louis- 
ville, to sueceed the late John M. Monohan 
who died December 6. 


Come to 








F, A. A. Organizes Senior 
Advisory Council 


A senior advisory council which will 
confer with the directors but have no vote 
has been organized for the first time by 
The Finaneial Ad- 
vertisers Associa- 
fion. It is com 
posed as follows: 

Clinton F. Berry, 
Union Guardian 
Trust Co., Detroit; 
Frank LeRoy 
Blanchard, Henry 
L. Doherty & Co., 
New York; A. E. 
Bryson, Halsey, 
Stuart & Co., Chi- 
eago; Guy W. 
National Bank, Chicago, 
Fred W. Ellsworth, Hibernia Bank & 
Trust Co. New Orleans; Carl A. 
Gode, Continental Illinois Bank & Trust 
Co., Chieago; M. E. Holderness, First Na- 
tional Bank, St. Louis; Robert J. Izant, 
Central United National Bank, Cleveland; 
E. H. Kittredge, Hornblower & Weeks, 
Boston; W. R. Morehouse, Security-First 
National Bank, Los Angeles; Gaylord S. 
Morse, Central Manufacturing District 
Bank, Chieago; Ethel B. Seully, Morris F. 
Fox & Co., Milwaukee; Francis H. Sisson, 
Guaranty Trust Co., New York, Fred M. 
Staker, Commerce Trust Co., Kansas City, 
and Charles H. Wetterau, American Na- 
tional Bank, Nashville, Tenn. Charles H. 
MeMahon, president of the F. A. A. will 
lead the couneil. 


C. H. MecMAHON 


Cooke, First 





PHOENIX 


and the Great Salt River Valley 


for the winter months 
Delightful weather and wonderful scenery 


Splendid hotels and apartments 


CALL ON US 


THE ARIZONA BANK 


Established 45 years ago 
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WHEN corporations and individuals 

move from your city to the Newark 
territory, give them a letter of intro- 
duction to New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


<Member Federal Reserve System ° 
NEWARK, NEW JERSEY 
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DATE EVENT PLACE 











Jan. 17-23 National Thrift Week 
Jan. 28-29 Eastern Regional Savings Conference of Savings 

































































Division, A. B. A. New York City 
Feb. 16-18 13th Annual Midwinter Trust Conference New York City 
April 25-27 A. B. A. Executive Council White Sulphur Springs, 
W. Va. 
June 6-13 American Institute of Banking Los Angeles, Calif. 
Oct. 3-6 American Bankers Association Los Angeles, Calif. 

















Other convention dates will be furnished in a later issue. 
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Two Detroit Banks Merge 


The directors of the Peoples Wayne 
County Bank and the First National Bank, 
both of Detroit, recently voted to con 
solidate the two institutions. They were 
already closely affiliated. The consolida- 
tion took effeet December 31. The com 
bined institution will be known as the First 
Wayne National Bank. 

The new institution has resources in 
excess of six hundred million dollars. Both 
were units of the Detroit Bankers Company, 
which owns and will continue to own prac 
tically the entire stock of the two banks. 

The new bank will oceupy tenth position 
in the country, taking the figures as of 
September 29, 1931. It is said to be ex- 
ceeded in size by only six New York banks, 
two Chicago banks, and one in San Fran- 
cisco. 

It is announced that the merger is fo 
the purpose of expanding and improving 
its services to customers, to charge off all 
assets of the least dubious nature and to 
create a financial institution commensurate 
with the importance of the City of Detroii 
as a financial center. Furthermore, a gen- 
eral schedule of economy in both opera- 
tion and management will be effected. 


Walter Head Announces 
New Policy For Morris Plan 
Corporation Of America 


As its president, Walter W. Head, has 
announced that Morris Plan Corporation 
of America will in the future render serv- 
ice and aid in the capitalizing of Morris 
Plan banks throughout the country. This 
was formerly done by the Industrial 
Finance Corp. Mr. Head says: 

‘*Tt is the hope of myself and the direc- 
torate that Morris Plan banking, which 
has brought thrift and eredit facilities to 
millions of people all over the nation 
through 1453 local institutions, may even 
tually be extended to every community of 
sufficient size in the country.”’ 


Big Increase In Savings 
Accounts 


A report from New York State says that 
18,660 new savings accounts were opened 
there during the month of November. 

Reports are coming from other sections 
also which show that confidence in banks 
is returning, and with it, the money is ré 
turning to the depositors’ credit in those 
institutions. 

Surely this is basis of recovery, for re 
covery of business cannot be expected with 
out recovery of confidence. 

MRS. AMY R. HYDE was appointed ad 
vertising manager of the Chicago Bank of 
Commerce when the Union Bank of Chicago 
merged with the former bank on September 
26, 1931. She was advertising, purchasing, 
and personnel manager at the Union Bank 
of Chicago for nine years and previous to 
that was in charge of the advertising and 
new business department of the Marine 
Trust Co. of Buffalo for four years. She 
received her early training in bank ad- 
vertising in the advertising department of 
the Guaranty Trust Co. of New York. 


sens 








Signs Of Returning Confidence 


In addition to many individual stories 
that come from all parts of the country, 
we have information compiled by the 
United States Building & Loan League to 
the effect that people are putting their 
money back into financial institutions. 

H. Morton Bodfish, executive manager 
of the League, says: ‘‘ Thirteen states 
have reported increased volumes of new 
loans, with many of the loans on newly 
built homes. New accounts opened by 
savers have inereased in the last three 
months in several states, and in general are 
as numerous as in 1930, indicating that 
steady incomes have not decreased notice- 
ably. Twelve states report regularity of 
loan payments improved to equal the fall 
of 1930. ’ 

‘*More people are talking about and are 
interested in home owning than for the 
past two years. The states that have re- 
ported very definite return of money which 
had previously been hidden are: Tennes- 
see, Ohio, Mississippi, Nebraska, Kentucky, 
Florida, Kansas, District of Columbia, In- 
diana, and Iilinois.’’ 

It is interesting to discover that Iowa 
building and loan associations have made 
5,400 new loans during the year represent- 
ing about six million dollars, a third of 
which were made on newly built homes. 

One city of 9,000 in South Carolina 
made in 60 days new loans amounting to 
over $20,000. 


Another Sign Of Improvement 


Orders totaling in excess of $11,000,000 
were let by the Auburn Automobile Co. 
early in December for materials to be used 
in estimated production during the first 
three months of 1932. 

More than 100 companies in 11 states 
share in these commitments. Approxi- 
mately $3,000,000 of the total will be spent 
in Pennsylvania, $2,500,000 in Ohio, $2,- 
000,000 in Indiana and $1,800,000 in Michi- 
gan, while companies in Wisconsin, Mis- 
souri, Illinois, New Jersey, New York, Con- 
necticut and Massachusetts share in the re- 
maining total. 

This expenditure represents only a frae 
tion of the total sum to be spent during 
the entire year, Auburn officials said. They 
peinted out that Auburn turned its inven 
tory 18 times during 1931. 


Commissioner Advises That 


No Dividends Be Paid 


It is reported that State Commissioner 
of Banks, Gurney P. Hood, has issued a 
formal statement advising all banks in 
South Carolina not to pay any dividends 
this year but to use the funds that would 
ordinarily be dispersed for that purpose in 
writing off losses on loans and in marking 
down investments to their present market 
value, instead of carrying them at cost 
value. 

It is easy to see what a good effect this 
will have on depositors. Some banks have 
hesitated to do this fearing that the 
absence of a dividend would be taken as 
a bad sign by depositors. But when this 
is done under the public announcement of 
the State Bank Commissioner, the matter 
has a different aspect. 


102,501 
Customers 


Gilbert Station, Holland, New Jersey 


Invest $106,302,030 


AssociaTED System security holders - 
increased by 19,485 during the 12 months 
ended September 1, 1931, a period marked 


by world-wide financial uncertainty. 


Among these investors are 102,501 


customers, 11,165 employees, and 7,217 


banks and institutions. 


Customers and 


employees know the System at first hand. 


Investment managers of banks and insur- 


ance companies know it from the point 


of view of financial experts. 


From either point of view, these securi- 


ties have gained the confidence of 231,055 


investors. This confidence gauges public 


appreciation of the 
future earning possi- 


bilities of the Asso- 


ciated System. 


Chatham Phenix And 


Manufacturers Trust Merge 


The directors of both banks have ap- 
proved the merger of the Chatham Phenix 
National Bank and Trust Co. and the Manu- 
facturers Trust Co. of New York City. 
The combined institutions have resources of 
nearly six hundred million dollars. It is 
said that the merged banks will adopt a 
new name which has not yet been an- 
nounced. 

Harvey PD. Gibson, president of the 
Manufacturers, will be chairman of the 
board and president. Louis G. Kaufman, 
president of the Chatham Phenix, will be 
chairman of the executive committee. 
Henry C. Von Elm, former president and 
now vice chairman of the Manufacturers, 
will be viee chairman of the board. 
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Associated Gas & 
Electric System 


61 Broadway New York 





Community 
Prosperity 


CAMPAIGN 


TRIBUNE TOWER 
CHICAGO 





m which MR. D. E. AYLWARD, President 
of the First National Bank of Livingston, 
Illinois, makes some pertinent comments on 
our ‘Metered Charge for Bank Service Plan”’ 


** DurinG the two months we have used your plan, 
our exchange collections have amounted to $180, or 
$90 a month (an income at the rate of 444% per year 
on the bank’s capital). During the thirty months previ- 
ous we collected $510, or an average of $17 a month. 


“We have not lost a single account since installing 
the charge, and customers are paying more attention 
to carrying a reasonable balance to compensate for 
service rendered. 


* A man running a filling station near here has no 
bank account, but says he is going to have his friends 
withdraw if we do not collect checks free. My wife 
stopped at his station with an ice-coated windshield, 
and he rubbed onion on the glass, saying it would 
keep ice from forming, and he charged her 25 cents. 


“We think the plan has increased confidence in the 
bank, as we believe customers appreciate any con- 
structive move.?? 

e 


«May we send you our folder 
Turning Bank Losses Into Profits” ? 


Mercantile-Commerce 
Bank and Trust Company 


Locust + Eighth ~ St. Charles 


**LARGE ENOUGH TO SERVE ANY cvs STRONG ENOUGH TO PROTECT ALL" 


Something Puzzle You? 
Consult the BLUE BOOK 


The new BLUE BOOK answers practically 
every question met by bankers. Every offi- 
cer should have a copy for his personal use. 


RAND MCNALLY & COMPANY 
536 So. Clark St., Chicago 


Business Men Are Defending 
Bankers 


An interesting advertisement for Nation’s 
Business, the official publication of the 
United States Chamber of Commerce, at- 
tempts to dispel a common fallacy. It 
quotes the fallacy as follows: 

‘*When an enterprise fails, someone is 
sure to whisper, ‘The banks stepped in and 
starved it’ in order to ‘take it over.’ 
Friends of the head of the concern shake 
their heads and say, ‘There won’t be much 
left of him when the banks get through.’ ’’ 

The advertisement explains the banker’s 
side as follows: ‘‘A fallacy! For no one 
is more interested than is the banker in 
having his customers continue prosperous. 
A bankrupt concern is usually the last 
thing a banker wants on his hands. ‘‘ Be- 
eause banks deal in credit—an intangible 
commodity—the service of bankers is mys 
terious to many people. They forget that 
the funds a bank may loan belong to its 
depositors and so must be rigidly safe- 
guarded. The proper precautions which 1 
conscientious banker imposes are taken to 
imply a grasping self-interest.’’ 

Don Knowlton, advertising manager of 
The Union Trust Co. of Cleveland, is 
credited with the following quotation which 
begins the advertisement: 

‘Of all the bankers I have met, 

I never saw a banker yet 

(And don’t believe one can be found) 

Who dressed or spoke or froze or 

frowned 

Or acted or behaved, in fact, 

The way he was supposed to act.’’ 


A New Low Cost For Homes 


Today, $5,000 will buy the kind of a 
home that cost $6,200 in 1926 according 
to the Home Building and Home Owning 
Committee of the United States Building 
and Loan League. The committee says 
this is a new low-cost price for the five- 
year period brought about by a 25.7% 
drop in building material costs. It is also 
shown that furniture costs are only 84.7% 
of their 1926 level, and home furnishings 
are 82%, creating further incentive for 
home purchases today. 


Walter W. Smith New President 
Of Federal Advisory Council 


The Advisory Council of the Federal 
Reserve Bank is now headed by Walter W. 
Smith, president of the First National 
Bank in St. Louis. He was elected presi- 
dent of the council to sueeed B. A. MeKin- 
ney, Governor of Dallas Federal Reserve 


Bank. 


How a so-called key banker spends his 
time is indicated by a report of W. S. 
GUILFORD of the California National 
Bank, Sacramento, California. He is 
eounty key banker for Sacramento County 
and as such, his duty is to promote co- 
operative work between banks and farmers. 
In two months, he addressed eight farm 
bureau meetings, which were attended by 
1,195 people; he presented 375 achieve- 
ment pins to 4-H Club members besides the 
executive work in connection with other 
bankers. 
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Bank Benefits From Low 
Building Costs 


An announcement of The Sussex Trust 


Co. of Laurel, Delaware, states that its 


new building cost $4,000 less than the 
contract price. A $50,000 building was 
ordered, and the cost was less than $46,000. 
The building was designed, erected, decor- 
ated and furnished by the Tilghman Moyer 
Co. of Allentown, Pa. 

The building is in the Colonial style with 
modernistie spirit. It is 52 feet wide by 
70 feet long. 


American Express And Chase 
National Consolidate 


Effective December 19, the American 
Express Bank and Trust Co. was consoli- 
dated with the Chase National Bank of 
New York. The trust business of the 
American Express Bank is consolidated 
with that of the Equitable Trust Co. of 
New York, a Chase affiliate. The Ameri- 
ean Express Bank began business in April, 
1930, opening with about six million dol- 
lars. Its latest published statement, Sep- 
tember 30, 1931, revealed that it had de- 
posits of $25,042,000. Its total resources 
were $46,919,000, with a capital of $10,- 
000,000 and a surplus and undivided profits 
of $5,531,00. 


California Banks To Charge 
For Checks 


Banks of Sacramento, California, have 
announced a charge of 4 cents on each 
check. In isolated cases here and there, 
charges are made of as much as 10 cents 
a check. Perhaps it is a good thing to 
make people pay for banking services for 
they then begin to realize the value of those 
services. Possibly this will have a benefi- 
cial effect the next time there is a tend- 
ency toward lack of confidence. 


Signs Of Business 
Improvement 


The sharp increase in demand for trucks 
is a decided indication of general business 
improvement, L. B. Manning, vice presi- 
dent of the Cord Corp., pointed out in 
announcing that several truck manufac- 
turers had increased their commitments for 
Lycoming truck engines in the last few 
days. The International Harvester Co. in- 
creased its truck engine commitments 60% 
over the previous month, and several other 
truck manufacturers have likewise boosted 
their initial orders. 


Promote systematic saving. 





You can more or less control the 
business stability of your commu- 
nity by preventing expansion from 
going too high, if you talk caution in 
times of prosperity, and preventing 
depressions if you talk optimism 
when business starts to decline. 
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Another 
“Repeat Order’ 


We served one of the successful, 
well-connected institutions in the 


Middle West. 


In 1927— 


We were called back to provide Sales 
Education for the new, as well as the 
old personnel. 


In 1931— 
This bank, believing TODAY to be 


a most opportune time for business- 
building, has retained us for the third 
time. We are installing a PERMA- 
NENT SALES DEPARTMENT for 


them. 





























































May we send you the name of this bank so 
you can inquire confidentially about our 
work? No obligation. 


T. HARRIS SMITH ASSOCIATES, INC. 


231 So. LaSalle Street 123 So. Broad Street 
CHICAGO PHILADELPHIA 


a ee 













































Buying Information 


Whenever you want to know where to buy any bank 
equipment or supplies, or whenever you want to know the 
most suitable equipment or supplies for a certain use, 
write for free information on these subjects. It is avail- 
able from the extensive files maintained by Rand MCNally & 
Company and is free to all subscribers of THE BANKERS 
MONTHLY. Simply address, 


THE BANKERS SECRETARY, 
536 S. Clark St., Chicago 
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Congratulations Are In Order 


HENRY J. SCHULER, formerly vice 
president and cashier, Bank of America 


National Association, New York, is now 
vice president, Bank of New York & 
Trust Co. 

W. F. SEBER has been promoted to 


executive vice president and cashier of 
the Manufacturers National Bank, Troy, 
i is 


LYMAN SUTTON, a director, is now 
president Cosmopolitan State Bank, Still- 
water, Minn. 


JOSEPH KURTH has been elected vice 
president, Farmers Bank, Starkweather, 
N. D 


PAUL LAFERTY, formerly of the 
Union Trust Co., Cleveland and then with 
the Central Hanover Bank & Trust Co., 
New York, is now assistant to the presi- 
dent, Paterson National Bank, Paterson, 
N. J. 





































BANDITS AVOID THE BANK WHERE 

















































TIMELOCK EQUIPMENT 




















CONSTANTLY PROTECTS US 
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ALE Banktrol will 














































































make your bank safe for 

employees and depositors by preventing holdups. It 
discourages the bandits’ scout when he comes to investi- 
gate the possibilities of a successful attack. 


Banktrol is not a system of fighting bandits but a 
means of keeping them away . . . by making a profitable 
raid impossible. It is endorsed by bankers’ associations. 


Banktrol is for large and small 
banks. Full details in the new 
Banktro!l booklet. Write for it. 


THE YALE & TOWNE 
STAMFORD, CONNECTICUT, U. S. A. 


MFG. CO. 
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ARCHIE C. MILNE, formerly cashier, 
Peoples Wayne County Bank, Wyandotte, 
Mich., is now vice president. 


FRED B. WHEELER, formerly presi- 
dent, Lechmere National Bank, Cam- 
bridge, Mass., is now president of the 
East Cambridge Savings Bank. 


W. W. McEACHERN has been advanced 
from executive vice president. Union 
Trust Co. of St. Petersburg, Fla., to presi- 
dent. 


GEORGE HAMMOND, director of pub- 
lic relations, Chicago office of Albert 
Frank & Co., has been appointed chair- 
man of the publicity committee, Finan- 
cial Advertisers Association. 


FREDERICK S. CHAMBERLAIN presi- 
dent of the New Britain National Bank. 
New Britain. Conn. has been elected 
class A director of the Federal Reserve 
Bank of Boston. 


OSWALD L. JOHNSON, member of the 
law firm of Simpson, Thacher & Bartlett 
and vice president, Atlas Utilities Cor- 
poration has been elected a director of 
the Manufacturers Trust Co., New York 
City. 


PAUL B. BROWN, formerly vice presi- 
dent of the Malden Trust Co. of Malden, 
Mass. has been elected cashier. Mer- 
chants National Bank, Manchester, N. H. 








JOHN C. MARTIN vice president and 
cashier, Salem National Bank, Salem, III. 
has been re-elected a class A director of 
the Federal Reserve Bank of St. Louis. 
















ROBERT BALDWIN, formerly affil- 
iated with the banking and investment 
business in Boston. Mass. has been elect- 
ed vice president, Second National Bank, 
Boston. 





HENRY T. G. DYSON, formerly vice 
president, Hudson Savings Bank. Hud- 
son, Mass. has been elected vice presi- 


dent, Hudson National Bank. 

GEORGE P. REA, formerly president 
of Cc. F. Childs & Co. and prior to that 
vice president of the M. & T. Trust Co. 
of Buffalo, has been elected president, 
Bishop National Bank of Honolulu. 


E. C. MELVIN, president, Selma Na- 
tional Bank, Selma, Ala. has been re- 
elected a class A director of the Federal 
Reserve Bank of Atlanta. 










EDWARD R. ESTBERG. president, 
Waukesha National Bank, Waukesha, 
Wis. has been re-elected a class A direc- 
tor and Stanford T. Crapo, secretary and 
Treasurer of the Huron Portland Cement 
Co. of Detroit, has been re-elected a class 
B director of the Federal Reserve Bank 
of Chicago. 





FLOYD GILBERT BLAIR. formerly 


with the National City Co. of New York 
City is now vice president and special 
assistant to Charles E. Mitchell, chair- 


man of the board. 





JOSEPH J. DANIELS has been elected 
to the board of directors, Fletcher Trust 


Co., Indianapolis, Ind. 
WALTER E. RAHEL, formerly vice 
president, is now president, Terre Haute 


Trust Co., Terre Haute, Ind. 


W. A. 


APPLEGATE, formerly assistant 
cashier, 


Citizens State Bank, Hugoton, 


Kansas is now cashier, Peoples State 
bank, Ensign, Kans. 

OLIVER G. LUCAS, president. Canal 
Bank and Trust Co., New Orleans, has 


been elected a director of the Wesson Oil 
& Snowdrift Co. 


DAVID 
First 


CANNELL is 
National 


now president, 
Bank, Glen Ullin, N. D. 


CHARLES W. BRUGGER, formerly in 
charge of the foreign exchange trading 
department of the Bankers Trust Co. is 
now assistant secretary of the Irving 
Trust Co., New York. 






EDWARD RICHMOND TINKER, presi- 
dent of the Interstate Equities Corp., 
former head of the Chase Securities 
Corp. and Chairman of the executive com- 
mittee and director of the Bancamerica- 
Blair Corp. has been elected president of 
the Fox Film Corp. 


































HENRY G. DALTON, a partner of Pick- 
ands, Mather & Co. of Cleveland, has been 
made a director of the Bankers Trust Co., 
New York. 


ALBERT H. WIGGIN, chairman of the 
governing board of the Chase National 
Bank, has been elected a class A director 
of the Federal Reserve Bank of New 
York. 


L. R. DRIVER, formerly cashier of the 
Unaka & City National Bank at Johnson 
City. Tenn. is now active vice president 
of the First National Bank at Bristol, 
Tenn. 


M. E. HOLDERNESS, vice president. 
First National Bank, St. Louis, Mo., has 
been appointed to the Senior Advisory 
Council of the Financial Advertisers As- 
sociation. 


CHARLES S. McCAIN, chairman of the 
Chase National Bank & Trust Co. was 
elected president of the American Ac- 
ceptance Council. CHARLES P. BLINN, 
Jr., vice president of the Philadelphia 
National Bank, was ekected vice presi- 
dent; PERCY H. JOHNSTON, president 
of the Chemical Bank & Trust Co., New 
York was re-elected treasurer; and AL- 
LAN M. POPE, executive vice president 
of the First National Old Colony Corp., 
N. Y. was chosen chairman of the execu- 
tive committee. 


BOYD FISHER formerly of the Irving 
Trust Co., New York, has been elected 
general manager of the National Ma- 
chine Tool Builders’ Association, with 
headquarters in Cincinnati, O. 


STANLEY G. HARRIS, for the last nine 
years manager of the Harris Trust & 
Savings Bank’s organization on the 
Pacific Coast, with headquarters in San 
Francisco, has assumed charge of the 
New York office of N. W. Harris Co., of 
which he is a vice president and direc- 
tor. 


GAYLORD S. MORSE, formerly adver- 
tising and new business manager of the 
State Bank of Chicago, and later an of- 
ficial of the Foreman-State National 
Bank, has been appointed assistant to 
the president of the Central Manufactur- 
ing District Bank of Chicago. 


H. F. IVERSON, of the credit depart- 
ment has been appointed second vice 
president to serve in the newly created 
“banks and bankers department” of the 
Security First National Bank, Los 
Angeles, Cal. 


HUGH STEPHENSON, son of Past 
President A. B. A. Rome C. Stephenson 
has been assigned to the Chicago office 
of the Bankers Trust, New York, in the 
travelers check department. 


Cc. K. McINTOSH, president of the Bank 
of California, N. A., San Francisco, was 
elected a director for the San Francisco 
Federal Reserve Bank. 


WAYLAND M. MINOT is heading the 
newly organized trust department of the 
Boston-Continental National Bank, Bos- 
ton. 


G. BURTON HIBBERT, president and 
a director of Greenhaigh Mills, of Paw- 
tucket, R. I. has been elected a director 
of the Rhode Island Hospital Trust Co., 
Providence. 


JOHN E. ROVENSKY and ELMORE F. 
HIGGINS, Bank of America N. A., have 
been made vice presidents of the Na- 
tional City Bank, New York. Later, when 
the City Bank Farmers Trust absorbs 
the Bank of America Trust, EDWARD 
Cc. DELAFIELD will be a vice president 
in the City Bank. 


HARRY J. SCHULER, formerly vice 
president and cashier of the Bank of 
America N. A. is now vice president, Bank 
of New York and Trust Co., New York. 


JOHN H. PEMBER, formerly cashier. 
Farmers National Bank, Granville, N. Y. 
is now vice president. 

CHANNING H. COX, vice president, 
First National Bank, Boston, has been 
elected chairman of the stockholders’ 
advisory committee of the Federal Re- 
serve Bank of Boston. 


CLAUD M. ZOOK has been 
president of the Logansport 
Trust Co., Logansport, Ind. 


elected 
Loan & 
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H. W. SCHROEDER formerly cashier, 
First National Bank, Rapid City, S. D., 
has been elected president. 


_J. S. JOHNSON, formerly president, 
Granite Falls Bank, Granite Falls, Minn. 
is now president of the Peoples State 
Bank, Parshall, N. D. 


DEXTER P. RUMSEY, trustee, Erie 
County Savings Bank, Buffalo and direc- 
tor, Marine Midland Corp., is now vice 
president of the former institution. 


CHARLES A. RUSSELL is now chair- 
man of the board, the Middletown Na- 
tional Bank & Trust Co., Middletown. 
Conn. 

bd . 

I. FLOYD GARROTT, formerly presi- 
dent, Battle Ground State Bank, Battle 
Ground, Ind., is president of the newly 
— Fowler State Bank, Fowler, 
nd. 


T. KEARNEY VERTNER, vice presi- 
dent, American Bank & Trust Co. and 
formerly president, West End Bank, is 
now manager of the new branch, Ameri- 
can Bank & Trust Co., Richmond, Va. 


WARREN W. WASHBURNE has been 
chosen president, the Goodland State 
Bank, Goodland, Ind. 


Judge FRANK G, FARRINGTON, form- 
erly vice president, Augusta Savings 
Bank, Augusta, Me. is now president. 


RUDOLPH S. HECHT, president of the 
Hibernia Bank & Trust Co. has recently 
celebrated the twenty-fifth anniversary 
of his association with the bank. 


A. D. JAMIESON, vice president of the 
Union Guardian Trust Co. of Detroit, has 
been made head of the business exten- 
sion department there. 


A. B. PFLEIDERER, vice president of 
the Union Guardian Trust Co. of Detroit. 
has been made head of the receivership 
department of that bank. 


DONALD W. DAVIS has become as- 
sociated with the Congress Trust & Sav- 
ings Bank of Chicago in its bond de- 
partment. 


HENRY G. DALTON of Cleveland. 
Ohio, has been elected a member of the 
board of directors of the Bankers Trust 
Co. of New York.. He is a partner of 
Pickands, Mather & Co., a director of 
Bethlehem Steel Corp., Guardian Trust 
Co. Cleveland, Guaranty Trust Co. of 
New York, Ohio Bell Telephone Co. 
Union Trust Co. of Cleveland, and 
Youngstown Sheet 7 Tube Co., Youngs- 
town, Ohio. 


HERBERT D. IVEY, president of the 
Citizens National Trust & Savings Bank 


of Los Angeles, has announced the elec- 
tion of three new members to the board 
as follows: THOS. W. BANKS, E. B. 
DUQUE, and JAS. A. GIBSON, Jr. 


CLIFFORD B. LONGLEY, vice chair- 
man, Union Guardian Trust Co.. Detroit, 
and director, the Guardian Bank of Dear- 
born, has been made a director of the 
Guardian Detroit Union Group, Inc., De- 
troit. 


GEORGE R. FINK, director of the 
Guardian Detroit Union Group, Ine., 
president the Michigan Steel Corp., presi- 
dent, the Great Lakes Steel Corp., and 
president the National Steel Corp., has 
been made a member of the executive 
committee of the Guardian Detroit Union 
Group, Inc., Detroit. 


HARRY G. MEEM is now president, 
the Washington Loan & Trust Co,, Wash- 
ington, D. C., succeeding the late John 
B. Larner. 


WILLIAM S. MACDONALD is now 
president of the Seneca County Trust Co., 
Seneca Falls, N. Y. 


RUSSELL F. WATSON formerly with 
the Canadian Bank of Commerce, Port- 
land, is now vice president, United States 
National Bank, Salem, Ore. 


W. J KOMMERS, vice ,president and 
trust officer, the Old National Bank & 
Union Trust Co., Spokane, Wash. has 
been appointed a member of the execu- 
tive committee, western division, of the 
trust development section of the Finan- 
cial Advertisers Association. 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 





available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN 


Executive Office -- BROADWAY at 37TH STREET 


CAPITAL AND SURPLUS 


PRINCIPAL 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 
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CURRENT BANKING CHANGES 


Banks Reported Closed 


With transit numbers and dates closed. 


Alabama 

Excel—Bank of Excel. 

Flomaton—Escambia 
524—Nov. 21. 

Guin—Commercial 
Nov. 3. 

New bern—Bank 
Nov. 3. 

New Market—Newmarket 
61-332—Nov. 24. 
Ragland—Bank of 

Nov. 2. 
Verbena—Bank of 
Nov. 28. 

Arizona 
xilbert—The Arizona Bank. 
Phoenix) 91-119—Nov. 1. 
Nogales—Nogales National 

Nov. 30. 


61-482—Nov. 7. 
County Bank. 61- 


Savings Bank. 61-489 


of Newbern. 61-329— 


Banking Co. 


Ragland. 61-346— 


Verbena. 61-487— 


(Branch of 


Bank. 91-86 
Arkansas 
Blytheville—First 
Oct. 30. 
Conway-—Farmers State 
Nov. 23. 
Foreman—Citizens Bank. 81-219—Nov. 17. 
Hampton—Peoples Home Bank. 81-351— 
Nov. 16. 
Hot Springs National Park—Community 
Bank & Trust Co. 81-53—Nov. 30. 
Manilie—Bank of Manilla. 81-389—Nov. 
Norfolk—-Citizens Bank. 81-537—Nov. 28. 
Russellville—Farmers Bank & Trust Co. 
81-616—Dec. 3. 
Siloam Springs—Hutchings First 
tional Bank. 81-146—Oct. 30. 
Taylor—Dorcheat Bank. 81-667—Dec. 2. 
Walnut Ridge—Lawrence Co. Bank. 81- 
177—Nov. 5. 
California 
Thermal—Coachella 
90-953—Nov. 5. 


National Bank. 81-635 


Bank. 81-523— 


Na- 


Valley State Bank. 





Colorado 
Brighton—First 
— Dec. ze 


National Bank. 82-147 


Delaware ) 
Wilmington—Fidelity Bank & Trust Co. 
62-23. 


Florida * 

Dunnellon—Bank of Dunnellon. 63-160. °' 

Miami—tTrust Co. of Florida. 63-444— 
Nov. 27. 

Milton—State 
Oct. 23. 

Pompano—Bank of 
Nov. 16 


Bank of Milton. 63-336— 


Pompano. 63-378— 


Georgia 


Arlington 
Nov. 10. 
Blakely—Citizens Bank. 64-965—Nov. 14. 
Cairo—Citizens Bank. 64-333—Dec. 1. 
ideal—Peoples Bank. 64-937—Nov. 9. 
Irwinton—Irwinton Bank. 64-633—Nov. 


12 


Bank of Arlington. 64-357— 


Idaho 

F'airfield—Security National Bank. 9: 
—Oct. 26. 

Peck—State Bank 
ported Nov. 28. 

Twin Falls—Twin Falls 
92-39—Nov. 21. 


Illinois 


Albion—National Bank of Albion. 
—Oct. 27. 

Alvin—State 
Oct. 3. 

Burgess—Farmers 
Nov. 27. 

Calumet City—Calumet City State Bank. 
70-2091—Nov. 6. 

Casey 
25. 

Chatham—Caldwell 
—Nov. 13. 


-279 


of Peck. 92-193—Re- 


National Bank. 


70-776 


gank of Alvin. 70-1135— 


State Bank. 70-1731 


Eagle State Bank. 70-618—Nov. 


State Bank. 70-1215 


BANKING CHANGES 
COMPLETE 
1930 and 1931 


E HAVE just compiled, for our own purposes, a complete 
list of bank changes during 1930 and to November 1931. 
We are making extra copies on request at $10 each. 


Contents are as follows: 


Banks Closed with dates of closing 

Closed Banks Reopened with dates of reopening 
Discontinued Titles caused by mergers, etc. 
New Banks with dates of opening 


New Titles caused by mergers, etc. 


The list is in typewritten book form, correspondence file size, 100 pages. 
A supplement will be compiled to make this information complete to 
December 31, 1931, and mailed to holders of the main compilation. 


RAND MSNALLY & CO. 
536 S. Clark St., Chicago, Illinois 


As soon as completed, send us a copy of the book showing bank changes January 1030 
ember 1931, and supplement to December 31, 1931 


Name 
Organization 


Address .. . 
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Nov- 
We will pay $10 on receipt of your invoice. 


Chicago— Equitable Co. 2-333— 
Nov. 25. 


Creston—Farmers 
97 


Trust 


Bank. 70-1239—Nov. 
mee 

Esmond—Esmond State Bank. 70-1285— 
Nov. 15. 

Golconda—First 
Nov. 2. 

Lamoille—La Moille State Bank. 
—Nov. 28. 

Loda—State Bank of Loda. 70-1421—Oct. 
4 & 

Matherville—Matherville State Bank. 70- 
14438—Oct. 5. 

Moline—Fifth Avenue Trust & 
Bank. 70-129—Nov. 24. 

Noble—First National 
Nov. 5. 
Oak Park—North Oak Park State 
70-2098—Oct. 31. 
Oregon—Ogle County 
613—Dec. 8. 
Preemption—Farmers 
1708—Dec. 7. 
St. David—State 
70-2038—Oct. 10. 
St. Francisville—Peoples National Bank. 
70-752—Nov. 4. 

Summerfield—Summerfield 
70-2048—Oct. 27. 

Indiana 

Angola—Steuben County State Bank. 71- 
429—Nov. 

Hobbs—Farmers State Bank. 71-1048— 
Oct. 27. 

Kentland—Newton 
71-569—Nov. 5. 

Logansport—First 
125—Oct. 28. 

Monon—Farmers & 
71-573—Nov. 23 

Rossville—Union State 
Nov. 4. 

Terre Haute—Citizens National 
Trust Co. 71-483—Nov. 12. 


National Bank. 70-837 


70-1402 


Savings 


Bank. 70-1017— 


sank. 


State Bank. 


State Bank. 


70- 


Bank of St. David. 


State sank. 


County State Bank. 


National Bank. 71- 


Traders State Bank. 


Bank. 71-898— 


3ank & 


lowa 


Blakesburg—Blakesburg 
72-1088—Nov. 4. 
Brandon—Farmers State 
Nov. 27. 
Puckingham—Bank of 
1225—Nov. 2. 
Cedar Rapids—Corn 
47-54—Nov. 24. 
Fairbank—Farmers State Savings 
72-877—Dec. 7. 
Gilmore City—Gilmore Exchange 
72-810.—Reported Nov. 23. 
Guthrie Center—Jefferson State Bank. 
(Branch of Jefferson) 72-2133—Oct. 15. 
Hillsboro—Farmers & Traders Savings 
Bank. 72-975—Dec. 4. 
Hinton—Bank of Hinton. 72-1102. 
Independence—Commercial State 
72-259—Nov. 20. 
Ocheyedan—Bank of Ocheyedan. 
Thayer—Thayer Savings Bank. 
-~—Nov. 23. 
Volga—lIowa State Savings Bank, 72-1036 
—Nov. 12. 
Voorhies—Farmers Bank. 72-1634—Nov 
9 


Savings Bank. 


3ank. 72-121 


Buckingham. 72- 


3elt Savings Bank. 


Bank. 


Bank. 


Bank. 


Waucoma—Bank of Waucoma.72-1641— 
Oct. 12. 
Woodbine—Woodbine Savirigs Bank. 72- 
473—Nov. 20. 
Kansas 
Aurora—First State 
13. 
Brownell—Brownell State Bank. 83-757 
—Oct. 5. 
Fulton—Bank of Fulton. 
Hiattville 
Dec. 2. 
Lincolnville—Lincolnville State Bank. 83- 
918—Nov. 12. 
St. Paul-—St. Paul State 
Nov. 18. 
Kentucky 
Falmouth—Pendleton 
Nov. 4. 
Kevil—Kevil Bank. 
Paducah—City 
Oct. 28. 
toyalton—Bank of 
Oct. 28. 
St. Mathews—Farmers Bank & Trust Co. 
73-750—Nov. 16. 
Waynesburg—Waynesbureg 
Bank. 73-632—Dec. 2. 
Louisiana 
Bunkie—Citizens Bank 
111—Nov. 3. 


3ank. 83-728—Nov. 


83-836—Dec. 4. 
Hiattville State Bank. 83-871 


Bank. 83-402— 


Bank. 73-284— 


73-525—Oct. 31. 
National Bank. 


73-35— 
Royalton. 73-744— 


Deposit 


& Trust Co. 84- 
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Marksville—Citizens Bank & Trust ¢ 
(Branch of Bunkie) 84-124—Nov. 3. 
Moreauville—Citizens Bank & Trust Co. 
(Branch of Bunkie) 8&4-213—Nov. 3. 
Plaucheville—Citizens Bank & Trust Co. 
(Branch of Bunkie) 84-225—Nov. 3. 


‘o. 


Maine 
Madawaska—Fort Kent 
(Branch of Fort Kent) 52 


de 


Co. 
19. 


Trust 
-258—Oct 
Maryland 
Marion Station—Farmers Bank of Somer- 

set County. 6: 79—Reported Nov. 21. 
Princess Anne—Peoples Bank of Somer- 
set County. 65-111—Nov. 7. 


Massachusetts 


Boston—M, Berardini, 
Oct. 31. 

Michigan 

jay City—RBay County Savings Bank. 
36—Dec. 3. 

Beaverton—State Bank of Beaverton. 
570-—Nov. 5. 

East Lansing—Michigan State 
1148—Nov. 6. 

Ithaca—Ithaca 
Nov. 27 

Sand 
$24 


Bankers. 5-181 


74- 
74- 


Bank. 74- 


Nationai Bank. 74-354— 


=m te 
Lake—Exchange 
Reported Dec. 


State Bank. 74- 


0. 

Minnesota 

Argyle—Farmers & Merchants Bank. 
422—Nov. 30. 

Fergus Falls—American State Bank. 75- 
98—Deec. 3. 

Fergus Falls—First State Bank. 
Dec. 2. 

Henning—Farmers State Bank. 
Nov. 21. 

Morgan—Farmers & Merchants 
Bank. 75-495—Nov. 16. 

Peterson—Peterson State 
Nov. 21. 

Watkins—Watkins State 
Nov. 5. 


a- 


75-99— 
75-477— 
State 


Bank. 


75-897— 


Bank. 


75-982— 


Mississippi 


Canton—Canton 
—Nov. 25. 
Corinth—Corinth 
Nov. 20. 
Corinth—Firth 
Nov. 20. 
Gulfport—First National 
port. 85-87—Nov. 27. 


Exchange Bank. 85-124 


State Bank. 85-111— 


National Bank. 85-109— 


Bank in Gulf- 


Richton—Richton 
381—Nov. 30. 
Seminary—Bank 
Nov. 13. 

Siiver Creek—Silver 
85-474—Oct. 26. 

Smithville—Bank 
Nov. 6. 

State Line—Citizens Exchange 
433—Nov. 16. 


Bank & Trust Co. 85- 


of Seminary. 85-390— 


Creek State Bank. 


of Smithville. 85-556— 


Bank. 85- 


Missouri 


Annapolis- 
Dec. 4. 
Barnett—Bank of Barnett. 80-8896 
beaufort—Farmers & Merchants 
80-1384—-Nov. 17. 
Cardwell—Cardwell Bank. 8 
Chaffee—First National 
Nov. 30. 
Fortuna—Bank 
Nov. 20. 
Green City—Bank 
—Nov. 17. 
Greentop—Bank 
Nov. 23. 
Hardin—Bank of Hardin. 80-643—Oct. 31. 
Independence—Farmers & Merchants 
Bank. 80-83—Nov. 19. 
Longwood—Bank of Longwood. 80-1076— 
Nov. 3. 
Malta Bend—Bank 
1083—Nov. 2. 
Marceline—-First 
—Nov. 12. 
Oak Grove—Bank 
Nov. 3. 
Owensville—Owensville 
Nov. 2. 

Prairie Home—Prairie 
1172—Oct. 31. 

Sedalia—Citizens 
—Nov. 2. 

St. Charles—Peoples 
17. 

Strasburg—Farmers 
Nov. 19. 

Sweet Springs—Bank 
80-473—Nov. 12. 

Waverly—Waverly 
3. 


-Bank of Annapolis. 80-1604— 


Nov. 2. 
Bank. 


0-913— Rec. 4. 
Bank. 80-322— 
of 


Fortuna. 80-992— 


of Green City. 80-561 


of Greentop. 80-1584— 


of Malta Bend. 80- 


National Bank. 80-214 


of Oak Grove. 80-637 


Bank. 80-1152— 
Home Bank. 80- 
National 


Bank. 80-53 


Bank. 80-102—Nov. 
Bank. 80-1221— 
of Sweet Springs. 
Bank. 80-1247—Nov. 
Montana 

Bigtimber—Scandinavian American Bank. 

93-323—-Reported Nov. 16. 

Joliet—Joliet State Bank. 93-143—Dec. 1. 
Ollie—Ollie State Bank. 93-355—Nov. 6. 


a — 


MISSISSIPPI, 
V7 i = 4 


BREADTH 


St. Louis 


Stanford 
Nov. 18. 


First National Bank. 


93-230— 


Nebraska 
Alliance—First 
Nov. 2. 
Anselmo—Anselmo 
Nov. 3. 
Arapahoe—Arapahoe 
284—-Nov. 12 
Beaver City—First State 
Nov. 20. - 
Broken Bow—Security State Bank. 
117—Nov. 10. 
Cedar Rapids—Citizens State 
398—Nov. 29. 
Crookston—Farmers State 
Nov. 5. 
Elba—Elba State 
Elm Creek—City 
Hol brook—Bank 
Nov. 24. 
Hoskins—Hoskins State 
Nov. 30. 
Marsland—Marsland 
—Nov. 2. 
Miller—Bank of Miller. 76-558—Nov. 
Nerfolk—Norfolk National Bank. 
—Nov. 28. 
Norftolk—Norfolk 
Nov. 30. 
Omaha—Omaha Trust Co. 27-65. 
Osceola—Farmers State Bank. 76-1120— 
Nov. 18. ‘ 
Ravenna—Security State Bank. 76-1234 
—Nov. 7. 
Syracuse—Bank 
Nov. 30. 
Tilden—First 
Nov. 14. 
Wauneta—Peoples 


National Bank. 76-87—- 


State Bank. 76-641— 


State Bank. 


76- 


Bank. 76-265— 


76- 


Bank. 76- 


Bank. 76-1164 


Bank. -571—Nov. 
Bank. -378—Nov. 
of Holbrook. 


20. 
28. 


76-753— 


6 
6 


‘ 
7 
t 


76-757— 


Bank. 


State Bank. 76-797 
18. 
76-46 


Savings Bank. 76-50— 


of Syraeuse. 76-302— 


National gank. 76-286— 


Bank. 76-952—Nov. 
t. 

Wisner— Wisner 
Nov. 16. 


State gank. 76-240— 


New Jersey 


Lyndhurst—Lyndhurst Trust Co. 
erford P. O.) 55-537—Nov. 4. 

Passaic—Guaranty State Bank. 
—Nov. 2. 

Singac—Singac Trust Co. 


(Ruth- 
55-693— 
55-684—Nov. 9. 
New York 
Angola—Bank 


97 
wi. 


Medina 


of Angola, 50-650—Nov. 


Central Bank. 50-411—Nov. 2. 


(Continued on page 60) 
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Banks Reported Closed 


(Continued from page 59) 


New York City—Federation 
Trust Co. 1-338—Oct. 30. 
New York City—M. Berardini State Bank. 

1-283—Oct. 31. 
New York City—Sakser State Bank. 1-692 
—Dec. 4. 


North Rose—First National Bank. 50- 
902—Oct. 26. 

North Carolina 

Clayton—Clayton Banking Co. 66-329— 
Oct. 30. 

Marshville—Bank of Marshville. 66-391 
—Reported Nov. 1. 

Washington—First National Bank. 66- 
118—Nov. 306. 

North Dakota 

Almont—Farmers State Bank. 77-438— 


Nov. 12. 

Buford—First State Bank. 77-529—Nov. 1. 

Hoople—Farmers State Bank. 77-1048— 
Dee. 1. 

Kenmare—First Kenmare National Bank. 
77-81—Nov. 12. 

Mandan—Farmers State Bank. 77-966— 
Nov. 6. 

MeVille—Union 
—Dec. 4. 

New Salem—Farmers & 
Bank. 77-180—Nov. 6. 


Bank of McVille. 


77-335 


Merchants State 


New Salem—First State Bank. 77-1081-— 
Nov. 6. 
Pettibone—Pettibone State Bank. 77-729 


—Nov. 12. 
Rogers—First State Bank. 77-684—Nov. 5. 
St. Thomas—First National Bank. 77-208 
—Nov. 5. 


Ohio 
Cardington—First National 
—Oct. 27. 


Bank. 56-710 


Geneva—First 
Nov. 20. 
Hicksville—Farmers State 

—Dee. 4. 


National Bank. 56-590— 


Bank. 56-1271 


Bank & ~Lodi—Peoples National Bank. 56-1247— 


Nov. 19. 

Mansfield—Farmers Savings & Trust Co. 
56-152—Nov. 4. 

Mansfield—The Richland Trust Co. 
151—Nov. 5. 

New Lexington—Citizens National Bank. 
56-581—Nov. 9. 

Perrysville—Perrysville 
Dec. 8. 

Plain City—First State Bank. 56-697— 
Nov. 12. 

Struthers—Dollar Savings & Trust Co. 
-+ Seman of Youngstown) 56-1307—Oct. 
ao. 

Toledo—tIndustrial Bank of Toledo. 56- 
1365—Reported Nov. 28. 

Westerville—Bank of Westerville Co. 
56-628— Nov. 25. 

Youngstown—First 
44—Oct. 14. 


Oklahoma 
3ison—Bison State Bank. 86-683—Oct. 13. 


56- 


Bank. 56-1219— 





National Bank. 56- 


Oregon 


Cottage Grove—Bank of Cottage Grove. 
96-85—Dec. 5. 


Pennsylvania 
Bala-Cynwyd—Merion Title & 
(Branch of Ardmore) 60-1679—Oct. 27. 
Ellwood City—Citizens National Sank. 
60-1530—Nov. 3, 1931. 
Frackville—Peoples Trust Co. 
Nov. 4. 
Houtzdale—-First National 
—Nov. a 
Jamestown—Jamestown Banking Co. 60- 
1201—Oct. 21. 
Narberth—Merion Title 
(Branch of Ardmore) 





Trust Co. 


60-1577-— 


Bank. 60-1197 


& Trust Co. 
60-1675—Oct. 27. 


BANKS REPORTED IN PROCESS OF ORGANIZATION 


*Indicates Press Report 


2 National Banks; 4 State Banks 


|SURPLUS « 





State &« Town NAME OF BANK CAPITAL Paogers CORRESPONDENT 
Illinois a 
Joliet Peoples National Bank $250,000 J. A. Ohlhaver 
Rock Island | Blackhawk State Bank 280,000 $35,000 
Surplus 
Iowa | 
Belmond *Franklin County State Bank 
(Office of Hampton) 
Casey *MenloSavings Bank (Branch s. T. Lawler, Mer. 
of Menlo, Ia.) 
South Dakota 
Armour The Armour National Bank 25,000 C. E. Fleete 
Texas 


Cross Plains Citizens State Bank 





















descripuon. 
“ Aguitama” 








| | 
MIDLAND BANK 


LIMITED 


= 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
It has offices in the Atlantic Liners 

“ Berengaria” 
and with affiliated banks operates over 2550 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use of American visitors. 


HEAD OFFICE: POULTRY, LONDON, E.C.2 
OVERSEAS BRANCH: 122 OLD BROAD ST.. LONDON. E.C. 2 





“ Mauretania” 
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Philadelphia—Adelphia Bank & Trust 
Co. 3-225—Nov. 9. 
Pillow—Mahantongo Valley Bank. 60- 


1487—Nov. 23. 
Seward—Citizens National Bank. 60-1570 
—Oct. 30. 


Seuth Carolina 


Centenary—Farmers & Merchants Bank. 
(Branch of Marion) 67-589—Nov. 23. 
Florence—Florence Trust Co. Reported 

Dec. 2 


Laurens—Peoples-Enterprise sank. 67- 
115—Dec. 1 
Latta—Farmers & Merchants’ Bank. 


(Branch of Marion) 67-224—Nov. 23. 
Loris—Farmers Bank. 67-521—Dec. 4. 
Marion—Farmers & Merchants Bank. 67- 

137—Nov. 23. 

Moncks Corner—Peoples Bank. 

Nov. 28. 
Westminster—Westminster Bank. 

—Nov. 27. 





67-554— 


67-213 


South Dakota 
selle Fourche—First National 
96—Oct. 
Custer—First 
Nov. 12. 
Hot Springs—Bank of Hot 


sank. 78- 


National jank. 78-231— 


Springs. 78- 





70—Nov. ae 
Lesterville—Farmers State Bank. 78-755 
—Dec. 3. 

Tennessce 

Columbia—Phoenix National Bank. 87- 
86—Nov. 4. 

Crossville—Cumberland Bank & Trust 
Co. 87-701—Nov. 16. 
Dayton—American National Bank. 87- 
179—Nov. 4. 

Lynnville—Bank of Lynnville. 87-421— 


Nov. 5. 
Texas 
Austin—University 
30. 
Beeville—Beeville 
279—-Nov. 12. 


Bank. 88-2059—Oct. 


Bank & Trust Co. 88- 





=Booth—Bank of Booth, Unine. 88-959. 
Corpus Christi—City National Bank & 
Trust Co. 88-125—Nov. 4. 


wrowell—Bank of Crowell. 
Crowell—First State jank. 
Nov. 3. 


88-609. 
88-608 


Mabank—Farmers & Merchants State 
Bank. 88-1380—Nov. 12. 
McAllen—First National Bank in McAl- 


len. 88-1809—Oct. 23. 
Mission—First National 
Oct. 322. 


tank. 88-1393 


Paducahre—Security National Bank. 88- 
604—Oct. 31. 

Pharr—First National Bank. 88-1438 
Oct. 23. 

Skidmore—First State Bank. 88-1296 
Nov. 13. 

Tahuacana—First State Bank. 88-1753 


Nov. 23. 


Temple—First State Bank. 88-60—Nov. 
o7 
wf. 

Tivoli—Tivoli State Bank. 88-1630—Nov 
6. 

Tynan—Bank of Tynan. 88-1982——Oct. 7. 

Utah 

Grantsville—Grantsville Deseret Bank. 
97-67—Dec. 2. 

Washington 
Hoquiam—First National Bank. %8-39 
-—-Nov. 5. 

Okanogan—Commercial jank. 98-192- 
Nov. 30. 

Spokane—Farmers & Mechanics Bank. 


28-51—Nov. 23. 
Tenino—Citizens 
Zillah—First 

Nov. 23. 
West Virginia 
Parkers burg—Central Bank & Trust Co. 

69-54—Nov. 3. 
Parkersburg—First 

49—Nov. 3. 
Parkersburg—Wood County Bank. 69-52 

—Nov. 2. 

Ripley—Bank of Ripley. 69-227—Nov. 4. 
-First National Bank. 6%-228— 


sank. 
National 


98-382—Dec. 5. 
Bank. 8-332 


National Bank. 69- 








Wisconsin 

Frederic—First 
Nov. 7. 

Lewis—Lewis State Bank. 79-8 

Livingston—Livingston State Bank. 79- 
587—Nov. 17. 

Madison—Capital City Bank. 79-48—Nov. 
10. 

Nelsonville—State 
79-621— Nov. 2. 

Pulaski---Liberty 
Nov. 5. 

Stevens Point—Wiscensin 
79-137—Nov. 2. 


Wyoming 


Douglas- 
12. 


National Bank. 79-530- 





tank of Nelsonville. 


State Bank. 79-1053— 


State 


Bank. 


First State Bank. 9$9-37—Nov 
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CHANGES DUE TO CONSOLIDATIONS 


ABSORPTIONS AND CHANGES IN TITLE 


26 Mergers; 20 Consolidations; 5 Absorptions; 6 Purchases; 1 Moved; 1 Transferred; 
19 Taken Over; 11 Successions; 6 Title Changes; 4 Reorganizations 


Strate & Town 


Arizona 
Chandler 


Winslow 


California 
Coachella 


Connecticut 
Old Greenwich 
South Norwalk 
Delaware 
Selbyville 


Florida 
West Palm Beach 


Idaho 
Lewiston 
St. Maries 

Illinois 
Bismarck 
Danville 
Fairfield 
Joy 
Oak Park 
Peoria 
Peru 
Tampico 


Indiana 
Alexandria 


Anderson 
Moreceo 
seymour 
Terre Haute 

Indiana 
Westfield 


Iowa 
Cedar Rapids 


Creston 


Elkader 
Glenwood 
Merrill 
Montezuma 


Kansas 


Coats 
Kincaid 


Louisiana 
Opelousas 


Shreveport 
Maine 
Brunswick 
Maryland 
Trappe 
Michigan 
Traverse City 


Minnesota 
Lake Crystal 


Moose Lake 


Roseau 


Missouri 
Clinton 


Dutzow 


THE 


BANKERS MONTHLY 


Present NAME AND 
TRANSIT NUMBER 


The Arizona Bank 
Chandler Branch 91-84 


The Arizona Bank 
(Branch of Phoenix, Ariz.) 
91-148 


First National Bank 90-767 


Trust Co 
51-321 

South Norwalk 
51-189 


of Old Greenwich 


Trust Co. 


Baltimore Trust Co. 62-49 


Central Farmers Trust Co 


63-443 


Lewiston National Bank92-31 
Lumbermens State Bank & 
Trust Co. 92-105 


Farmers & Merchants State 
Bank 70-1177 
Palmer-American 
Bank 70-87 
Fairfield National Bank 

70-572 
Joy State Bank 70-1055 


National 


Oak Park Trust 
Bank 70-142 
Jefferson Trust «& 

Bank 70-5 
State-National Bank 70-279 


«& Savings 


Savings 


Tampico State Bank 70-930 


Alexandria Banking Co 
71-339 
Citizens Banking Co. 71-70 


Morocco State Bank 71-600 


Seymour National Bank 
71-298 

Terre Haute Trust Co. 71-39 

Union State Bank 71-1187 

Merchants National Bank 
47-1 


Farmers & Merchants 
ings Bank 72-150 


sav- 


Central State Bank & Trust 
Co. 72-560 

Mills County National Bank 
72-232 


Farmers State Bank 72-2046 


Montezuma State Bank 
79 


72-565 
Coats State Bank 83-784 
Bank of Kincaid 83-900 
Planters Trust «& 
Bank 84-64 


Continental-American 
& Trust Co. 84-4 


Savings 


Bank 


Fidelity Trust Co 
Portland) 52-94 


Branch of 


Farmers & Merchants Bank 
(Branch of Easton, Md.) 


65-246 


First-Peoples State Bank 
74-141 


First National Bank 75-340 


First National Bank 75-1482 


First National Bank 75-450 


Brinkerhoff-Faris Trust 
Savings Co, 80-1409 
Bank of Dutzow 80-958 


JANUARY 1932 


FormMeR NAME 


The Arizona Bank, Gilbert 
Branch,Gilbert withChand- 
ler Branch 

Citizens Bank of Winslow 


First National Bank, Indio, 
with First National Bank, 
Coachella 


Sound Beach 
Sound Beach 
Peoples Trust Co. of Norwalk 


‘ 


Trust Co., 


Selbyville Bank 


Stuart Central Farmers Bk., 
Stuart, with Central Farm- 
ers Trust Co. 


Idaho Trust Co. with Lewis- 
ton National Bank 
First National Bank 
Lumbermen’s State 

& Trust Co 


with 
Bank 


State Bank of Alvin, Alvin 


Palmer National Bank and 
American Bank & Trust Co 

First National Bank with 
Fairfield National Bank 

O. A. Bridgeford & Co.'s 
Farmers Bank 

North Oak Park State Bank 


State Trust & Savings Bank 


(closed 2—5-31) 


Peru State Bank and Peru 
_National Bank 
First National Bank with 


Tampico State Bank 


Alexandria Bank 
(closed 10-31-41) 

Citizens Bank 
(closed 10-30-31) 


Citizens State Bank and 
Farmers State Bank 
First National Bank with 


Seymour National Bank 
['welve Points State Bank 


Jolietville State Bank 


Cedar Rapids National Pank 
with Merchants National 
Bank 

SpauldingStateSavings Bank, 
Spaulding, with Farmers & 
Merchants Savings Bank 

Elkader State Bank and First 
National Bank 

Farmers & Merchants Sav- 
ings Bank 

Farmers State 
field 

Montezuma Savings Bank 


Bank, West- 


First National Pank 
Coats State Bank 
Lone Elm State Bank, Lone 

Elm, with Bank of Kincaid 


with 


Lawtell State Bank, Lawtell 
(Opelousas P. O 

Commercial-American Rank 
& Trust Co. and Continen- 
tal Trust & Savings Bank 


Brunswick National Bank 


State Bank of Trappe (closed 
8-14-31). Taken over and 
operated as a branch 


First National Bank and Peo- 
ples Savings Bank 


American National Bank with 
First National Bank 

Farmers State Bank, Kettle 
River, with First National 
Bank 

Roseau County National Bk 
with First National Bank 


hoff-Faris Trust & Sav. Co. 
Security Bank (closed 8-8-31) 


How CHANGED 


Consolidation 


Succeeds 


Consolidation 


Title 


Absorbed 


Taken Over 


Consolidation 


Consolidation 


Consolidation 


Purchased 
Merger 
Merger 
Taken over 
Taken over 
Reorganization 
Consolidation 
Merger 
Succeeds 
Succeeds 
Merger 
Merger 
Taken over 
Title 


Consolidation 


Merger 


Merger 
Taken over 
Moved 


Succeeds 


Merger 


Merger 


Purchased 


Merger 


Succeeds 


Taken over 


Merger 


Consolidation 


Merger 


Consolidation 


& Citizens Bank with Brinker- Consolidation 


Reorranivation 


CaPpimTAL 


$ : 


~] 
ur 


000 


50,000 


400,000 


300,000 


30,000 
1,000,000 
200,000 
150,000 


50,000 


25,000 
298,360 
25,000 
200,000 
500,000 
25,000 


500,000 


50,000 
65,000 
25,000 


30,000 


25,000 


25,000 


700,000 


150,000 


60,000 


25,000 


105,000 


15,000 


SURPLUS «& 
Prorits 


$ 11,190J. M. Westerfield 


51,890 


671,250 R. H. Golden 


231,890 J. A. Catheart 


15,000 J. E. Shingledecker 
731,100 P. E. Zimmerman 


100,000 M. G. Newman 


52,500 0. J. Loekle 


13,980 A. E 


6,250 C. M 


149,180 N. M. McCullough G 


9,530 A. J. Law 


7,880 J. P. MeMillan 


837,690 W. E. Rahel 


A.W.L 


1,074,520J. E. Hamilton 


25,000 H.C. Pahlas 


16,000C. R. Buffington 


5,000 H. J. Harms 


12,000 J. W. Vest 


1,000G. W. Lemon 


10,2900. C. Brosius 


184,280 Val H. Murrell 


60,020 L. F. Mikesell 


18,410 W. R. Cullen 
12,560 R. J. Lewis 
72,390 H. P. Faris 


3,000 John Paul 


PRESIDENT 


Bennett 


Robinson 


Newcomer 


CasHIER 


N.L. Lindblom 


H. A. Westerfield 


C. E. Hoyt, Treas 


‘ 


C. A. White 


H. R. Kiddoo 
E. H. Wegener 
W.N. Batchelor 
S. J. Marshall 


Roy Brown 


I. 8. Kelly 

A. Griffith 
V. E. Cox 

W.H. Droege 

F. J. Terhorst, See 
R. O. Hadley 

M. J. Myers 


H. J. Kriebs 


H. R. French 


M. ©. Nelson 
J. W. H. Vest 
E. L: Troek 


J.M McCaslin 


P. M. Brown, Jr 


C. 1. Giveen, 
Asst. Treas 


C. F. Malone, 
in charge 


\. L. La Franier 


A. N. Olson 


E. M. Peterson 


W. J. Voelkerding 


Continued on next page 
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CHANGES DUE TO CONSOLIDATIONS » 


ABSORPTIONS AND CHANGES IN TITLE 


(Continued from preceding page) 


STaTe « Town 


Edina 
Edina 
Higginsville 
Lexington 
Nebraska 
Hunbell 
New Jersey 
Atlantic City 
Atlantic City 


Atlantic City 


Passaic 
Ridgefield Park 
West New York 


New Mexico 
Artesia 


New York 


Ballston Spa 


Great Neck 


New York City 
Utica 
Ohio 
Akron 
" Barnesville 
Bowling Green 
Massillon 
Oklahoma 
Beggs 
Billings 
Healdton 
@regon 
Eugene 
Marshfield 


Pennsylvania 
Aliquippa 


Du Bois 
Erie 

Mt. Union 
Turtle Creek 


Tennessee 
Franklin 


Kingsport 

Me Minnville 
Texas 

Baird 

Ballinger 


Brownsville 


Cross Plains 
Houston 
Lexington 
Muleshoe 
Pampa 
San Antonio 
Stratford 
Sulphur Springs 
Weimar 
Virginia 
Gloucester 


Washington 
Aberdeen 


Seattle 
Seattle 


Tacoma 


Tacoma 


62 


NAME AND 
NUMBER 


PRESENT 
TRANSIT 


Security Bank 80-1781 


Security Bank 80-1781 
Bank of Higginsville 80-266 
Commercial Bank 80-165 


Hubbell Bank 76-579 


Atlantic City National Bank 
55-139 


Atlantic City National Bank 
55-139 

Chelsea-Second National Bk. 
& Trust Co. 55-144 


Peoples Bank & Trust Co 


55-131 

Ridgefield Park-Overpeck 
Trust Co. 55-433 

Trust Co. of New Jersey in 
West New York 55-552 


First National Bank 95-43 


Ballston Spa National Bank 
50-467 
Great Neck Trust Co. 50-955 


Banca Commerciale Italiana 
Trust Co. 1-752 

First Citizens Bank & Trust 
Co. 50-76 


First Central Trust Co. 56-55 


Citizens 
56-509 

Bank of Wood County Co. 
56-469 

First National Bank 56-211 


Savings Bank Co 


Bank of Beggs 86-1112 
First State Bank 86-546 


Bank of Healdton 86-1057 


United States National Bank 
96-19 


Coos Bay National Bank 
96-274 


Woodlawn Trust Co. 60-1400 

Deposit National Bank 
60-416 

Bank of Erie Trust Co. 60-78 


First National Bank 60-819 


. Turtle Creek Savings & Trust 


Co. 60-734 


Harpeth National Bank 
87-139 
First National Bank 87-591 


City Bank & Trust Co. 


87-527 


First National Bank 88-491 
Security State Bank 88-259 


Merchants National Bank 
88-65 


Citizens State Bank 88-1387 


National Bank of Commerce 
35-60 

Lexington State Bank 
88-1140 

Muleshoe State Bank88-1679 

First National Bank 88-819 

National Bank of Fort Sam 
Houston 30-65 

First State Bank 88-863 


FoRMER NAME 


Hurdland State Bank, 
Hurdland 

Novelty State Bank, Novelty 

Farmers Bank 

Traders Bank 


Farmers & Merchants State 
Bank with Hubbell Bank 


Northside Trust Co. Taken 
over and operated = as 
Northside Branch 

Union National Bank 


Atlantic County Trust Co., 
Chelsea National Bank and 
Second National Bank 

American National Bank with 
Peoples Bank & Trust Co. 

Ridgefield Park Trust Co 
and Overpeck Trust Co. 

Monitor Trust Co. and West 
New York Trust Co. 


Citizens State Bank with 
First National Bank 


First National Bank 


First National Bank of Great 
Neck at Great Neck Sta- 
tion with Great Neck Trust 
Co 

Jerome G. and Americus C 
Stabile, Private Bkrs. 

Citizens Trust Co., First Bk. 
& Trust Co. and Utica 
Trust & Deposit Co. 


First City Trust & Savings 
Bank and Central Depos- 
itors Bank & Trust Co. 

Citizens Trust Co. 

The State Bank and Wood 
County Savings Bank Co. 

Union National Bank 


American National Bank 
First National Bank 


First National Bank 


Eugene Loan & Savings Bank 


with United States Na- 
tional Bank 
American Bank with Coos 


Bay National Bank 
Aliquippa National Bank 


First National Bank in Brock- 
way, Brockway 

Lincoln Bank with Bank of 
Erie Trust Co. 

Orbisonia National Bank, Or- 
bisonia with First Natl. Bk 

First National Bank with 
Turtle Creek Sav. & Tr. Co 


First Bank & Trust Co. 


Bank of Kingsport with First 
National Bank 
Peoples National Bank 


First State Bank 
Ballinger State Bank (closed 
10-10-31) 


First National Bk. in Browns- 


ville with Merchants Na- 
tional Bank 

First State Bank (closed 
9-30-31) 

Public National 
Trust Co. 

Lee County State Bank 


Bank & 


Blackwater Valley State Bk. 

Pampa National Bank 

Sam Houston State Bank & 
Trust Co. 

Sherman County 
Bank 


National 


How CHANGED 
Taken over 
Taken over 
Taken over 
Taken over 


Consolidation 


Taken over 


Absorbed 


Merger 


Merger 
Merger 


Consolidation 


Merger 


Taken over 


Consolidation 


Purchased 


Merger 


Merger 


Title 
Merger 
Absorbed 


Succeeds 
Succeeds 


Succeeds 


Consolidation 


Consolidation 


Taken over 
Taken over 
Consolidation 
Merger 


Merger 


Taken over 
Merger 
Absorbed 
Taken over 
Reopened under 
new title 
Merger 
Reorganization 
Purchased 
Succeeds 
Succeeds 
Taken over 
Conversion 


Purchased 


Sulphur Springs State Bank| Farmers & Merchants Bank, Absorbed 


88-197 
Hill Bank & Trust Co. 88-751 


Bank of Gloucester 68-362 


First National Bank in Aber- 
deen 98-31 

First Georgetown Bank 19-83 

First National Bank 19-2 


Pickton 
T. A. Hill State Bank 


First National Bank with 
Bank of Gloucester 


American National Bank 
Dexter Horton State Bank 


First Seattle Dexter Horton 
National Bank 


Succeeds 


Consolidation 


Purchased 


Title 
Title 


First United Mutual Savings United States Mutual Sav-'Title 


Bank 34-57 

United States Mutual Sav- 
ings Bank (now First 
United Mutual Savings Bk. 


ings Bank 
First Mutual Savings Bank 


Assets transferred 


SURPLUS « 


CAPITAL -oabenictec PRESIDENT CasHIER 
PROFITS 


$ 60,000) $ 123,130 Daniel Hoefer 





20,000 11,750J. E. Conklin L. A. Conklin 
600,000 643,490 J. B. Thompson P. N. Bessor 
900,000! 1,015,530 W. H. Stevens Frank Terhune, 

Treas. 
100,000 236,090C. W. Knox W.C. Carron 
apaw sen ke W. C. Heppen- J. T. Gilliam, 
heimer, Jr. | Asst. Treas. 

50,000 23,950J. E. Robertson L. B. Feather 
200,000 375,000 Thos. Kerley E. F. Clute 
200,000) 243,070 F. C. Gilsey F. J. Rowe, Treas. 

ee Harry Williams 
125,000 4,690 E. P. White J.T. Ballard 
200,000 100,000S. W. Bowman J. H. Lincoln 
300,000 152,480 Per Lee Hunt W. A. Krenrick 
15,000 1,500T. J. Baker ‘Sam D. Morrow 
15,000 5,780 Hal C. Jones Henry Ensminger, 
Asst. Cashier 

15,000 1,98010. A. Brooke 1O. T. Jennings 
150,000) 64,490 H. L. Edmunds IC. E. Lombard 

50,000 32,000 R. F. Williams \Reidar Bugge 
125,000 247,900 P. M. Moore Eugene Phillips, 

Treas. 
200,000 355,560 J. Q. Groves iF. L. Newmeyer 

125,000 296,530 W. J. Flynn E. M. Knoll 

50,000 100,358 W. J. Campbell E. 8S. Gaster 

75,000 24,440 W. A. Roberts J. A. Jordan 
100,000 137,520J. F. Johnson A. D. Brockman 

75,000 26,130J. D. Elkins IC. D. Walling 

50,000 44,120 Tom Windham Bob Norrell 

35,000 sia E. Shepperd iT. B. Saunders 
250,000 334,150 John Gregg IE. J. Tucker 

25,000 51,660 E. J. Vestal IClyde Duringer 

1,000,000! 2,659,100 N. E. Meador J. H. Garrett 
| 

20,000 1,9208. P. Peebles IC. A. Raschke 

20,000 . Hart \J. M. Osborn 

50,000 >. Finlay |E. S. Vicears 
100,000 s. Scott \J. E. Brinkmeyer 


50,000 53,860.L. M. Price IW. M. Price 

| 
ieee re H. J. Laas |F. F. Anders 
50,000 50,000,J. M. Lewis L. P. Corr 
RE PERO Ea Con. alchemy bes vaers 
60,000 51,810 W. H. Parsons 


lH. Ch »yde, Sec. 


(Continued on next page) 
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CHANGES DUE TO CONSOLIDATIONS 


ABSORPTIONS AND CHANGES IN TITLE 


StaTe & Town 


West Virginia 
Hinton 


Moorefield 


(Continued from preceding page) 


PRESENT NAME AND 


an > ForMER NAME 
TRANSIT NUMBER 7 


First National Bank 69-122 Citizens National Bank with Merger 
First National Bank 
South Branch Valley National Hardy County Bank 


Taken over 
Bank 69-222 


How CHANGED 


> 


CaPpimTraL 


- 


er : 
gg toothy PRESIDENT 


PROFITS 


$ 100,000 = $ 332,7600. O. Cooper 


CasHIER 


W. T. Fredeking 


. 
Wisconsin 

Appleton First National Bank 79-83 Citizens National Bank with Merger 500,000 691,240 R. S. Powell R. W. Ebben 
First National Bank 

Cashton Bank of Cashton 79-476 Farmers Exchange Bank Taken over F ; L. W. Earle L. M. Earle 

Lodi State Bank of Lodi 79-353 Columbia Bank with State Merger 25,000 12,500C. H. Mandeville T. R. Maney 
Bank of Lodi 

Rhinelander Merchants State Bank79-176 Oneida National Bank with Consolidation 125,000 103,610 E. O. Brown M. H. Raymond 
Merchants State Bank 

Sturgeon Bay Bank of Sturgeon Bay 79-210 State Bank of Maplewood, Consolidation 200,000 146,550 Henry Fetzer R. C. Koehn 


* Maplewood, with Bank of 
Sturgeon Bay 


NEW BANKS ORGANIZED OR REOPENED | 


. ’ 
19 State Banks Organized; 21 Reopened Banks 
STaTe & Town NAME OF BANK AND TRANSIT NUMBER CAPITAL gy PRESIDENT CASHIER 
Arkansas 
Harrison Security Bank 81-704 $ 50,000 $ 85,000|\J. W. Bass J. M. Wagley 
Surplus 
Colorado 
Burlington Bank of Burlington 82-457 25,000 5,000|Geo. D. Tubbs H. W. Gleason 
Florida 
Miami Bank of Miami & Trust Co. 63-513 100,000 50,000/C. H. Reeder L. J. Griffin, Sec.-Treas 
Surplus 
Georgia 
Lyons J. F. Darby Bank (Branch of Vidalia, Ga.) 64-1131 |...........)......c ccc elec ccc ccecees W. T. China 
Illinois 
Davis State Bank of Davis 70-1250 (Reopened) 25,000 17,830) K. O. Knudson L. Newcomer 
Indiana ’ 
Fowler Fowler State Bank 71-1275 25,000 ‘ ..|L. F. Garrott Glen E. Buzick 
Lucerne Lucerne State Bank 71-994 (Reopened) 25,000 9,900| Willard Winn Everett Gragg 
: Walkerton State Bank of Walkerton 71-938 (Reopened) SRS « vadenns Edward Grider W. W. Place 
owa 
Birmingham Farmers State Bank (Branch of Keosauqua, Ia.) } C. C. Curts, Mgr. 
Duncombe ~~ State Bank & Trust Co. (Office of Fort Dodge, L. J. Connors, Mgr. 
a.) 72-2141 
Lehigh Burnside Savings Bank (Branch of Burnside, Ia.) ' O. B. Lundgren, Mer. 
Milo Citizens Bank 72-955 (Reopened) eats Vewduawue 
Mitchellville Valley Savings Bank (Office of Des Moines, Ia.) 
Ruthven 


St. Anthony 
Van Wert 
land 


Central Savings Bank & Trust Co. (Office of Emmets- 
burg, Ia.) 

Iowa Savings Bank (Office of Marshalltown, Ia.) 

Weldon Savings Bank (Branch of Weldon, Ia.) 


Wm. Brennan, Mgr. pie, 


A. E. Bartine, Mgr. 
K. M. Ashby, Teller 


Ocean City Bank of Ocean City 65-231 (Reopened) 15,000 14,960|)L. D. Lynch F. W. Truitt 
Michigan 
Shelby Shelby State Bank 74-1170 20,000) 5,000) V. E. Cooper Osear Olson 
Surplus 
Minnesota 
Madelia State Bank of Madelia 75-299 (Reopened) 50,000 11,000|W. J. McCarthy J. T. Peterson 
Missouri 
Edina Security Bank 80-1781 25,000} 2,500\J. B. Whiteman L. C. Hudson 
Surplus | 
Rockport Citizens Bk. of Atchison County 80-488 (Reopened) 20,000)....... ..|\Joseph Durfee J. T. Wells 
Triplett Triplett Bank 80-725 (Reopened) 15,000 4,850/C. T. Collins H. R. Mayo 
Nebraska 
Huntley State Bank of Huntley 76-760 (Reopened) F : eT ee F. W. N. Brown 
Omaha |Union State Bank 27-62 (Reopened) 200,000 2,000|F. C. Horacek Emil Kavalec 
| Undivided 
Profits 
Wahoo Wahoo State Bank 76-1325 (To open 1-2-32) 40,000 10,000 J. G. Hohl Howard Mielenz 
Wallace Farmers State Bank 76-1176 (Reopened) 25,000 cceeee+ (Ce Le. Cooper Marie Cooper 
New Mexico 
Las Cruces First National Bank 95-26 (Reopened) A. I. Kelso J. J. Aragon, Jr. 
North Carolina 
Brevard Transylvania Trust Co. 66-872 25,000 H. B. Kelly M. B. MeDaniel 
0 
Brewster Brewster Banking Co. 56-1327 (Reopened) 25,000 8,380|P. S. Campbell Cyril B. Paumier 
Oregon 
Portland Oregon Mutual Savings Bank 24-84 Geo. F. Brice U. T. De Martini, Sec. 
South Carolina | 
Salvda Saluda County Bank 67-657 25,000 2,140/J. J. Wheeler J. J. Wheeler 
York Central Union Bank of So. Car. 67-658 (Branch of PS) PEAR ASAT W. C. Holroyd, in charge 
Columbia) 
South Dakota 
Pierpont |First State Bank 78-380 (Reopened) 15,000) 19,000/F. E. Lemmon J. A. Anderson 
Tennessee | 
Nashville \Capital City Bank 87-786 (To open about 2-1-32) 200,000 | 100,000/C. H. Litterer 4. G. Holloway 
| Authorized | Authorized | 
sieiabl Capital Surplus | 
Virginia 
Keyesville Planters Bank 68-384 (Reopened) 25,000 10,220|F. S. Hammer H. D. Peters 
West Virginia | 
Martinsburg Peoples Trust Co. 69-69 (Reopened) 250,000 194,030\J. O. Henson Dudley Harley 
Middlebourne United Bank of Middlebourne 69-230 (Reopened) 50,000 18,470)|S. G. Pyle S. B. MeCoy, Asst. Cashier 
Morgantown |Bank of Morgantown 69-96 (Reopened) 100,000 156,530|H. L. Carspecken D. R. Richards 
Wadestown |Bank of Wadestown 69-312 (Reopened) Simnaaes wauwiaier L. Hennen Alex White 
Wisconsin | | 
Mondovi |First National Bank 79-334 (Reopened) 50,000 10,000/C. W. Gilman Joseph Silverness 


Why do so many loan officers for- 


Who will educate the people of 


Do you know the earnings as well 


get that loans must be repaid out of 


your town to save, if you neglect 
current earnings ? 


as the property list of every one of 
the job? 


your borrowers. 
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“Overs and Shorts” 


A Study In World Finance 
For Bankers 
By C. W. FISHBAUGH 


Security Trust & Savings Bank, 
Shenandoah, Iowa 


We bankers are supposed to know 
If a cus- 
tomer comes in with a coin on Tim- 
buktu, we must tell the value of the 
coin without batting an eve. If the 
youngest kid finds a the 
chicken vard, we are supposed to 
tell the vear and who lost it and why. 
Some customers have even 


everything about money. 


eoin in 


gone so 
far as to ask the banker what bonds 
to buy. But lately they have ceased 
that practice. Every day there is 
something new to explain. With the 
English pound slipping and parlia- 
ment trving to keep it from sliding, 
bankers all the country are 
being asked for an explanation of the 
pound system. 


over 


We have a pound system over here 
and aren't having that trouble. On 
the contrary the pounds over here 
seem to rise. It seems queer that the 
U. S. and England can’t cooperate 
and do something about this. Over 
there they fight to keep the pound, 
while over here we sweat to get rid 
of it. The British criticized Ramsey 
MeDonald for reducing their pounds. 
I’ll bet Mr. Hoover could be elected 
for life, if he could do as much here. 

In Merry England the possessor 
of many pounds is referred to as a 
capitalist or one of the idle rich, 
while in the good old U. S. A. we 
term him ‘‘obese.’’ If the 
happens to be the mother-in-law or 
a customer it’s more prudent to use 
the term ‘‘stout.’’ So, while the 
pound gives distinction across the 
pond, in our own fair land pounds 
mean exile—or 


person 


the masseuse. 

It’s a bit funny isn’t it? The Eng- 
lisher of pounds rolls in a Rolls 
Royee, while the Uncle Sammer rolls 
on the floor. The Johnny Bull owner 
of pounds has a mark for it that 
looks like an el, over here we say the 
owner of too many pounds ‘‘looks 
like el.’ To top it off, I saw some- 
where that the English wanted to 
hold a conference over the pound. If 
they do, 50,000,000 American women 
will want to attend. 

Over in England the banker who 
talks about the pound is not only 
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called a good banker but also a states- 
man. While over here the banker 
who avoids it is ranked as a diplomat. 


———»>——_ 


The Banker’s Education 
(As his wife sees it) 

In the first place, it’s a rather dis- 
couraging proposition, because the 
poor soul can never look toward 
graduation. His education is never 
what could be ealled finished, as it is 
in other more benighted professions. 
He takes another and more severe 
ecurse with every boom and every 
His instructors are a 
heterogeneous mess of bond _ sales- 
men, brokers, examiners, colleagues, 
with occasional splendid advice from 
someone ‘‘who knows’’ someone on 
a‘‘higher financial plane’’ which soon 
tukes a nose dive carrying the ‘ 
one’’ 


depression. 


*some- 
and his knowledge with it. 

His magna cum laude is measured 
in dollars, which if tangible in one 
He has text 
books galore, well-written and excel- 
lent, which would have to be revised 
every half day to be really reliable. 

The poor banker trying vainly to 
gain an education always wiser he 
erows—wiser and wiser; sometimes 
sadder with his wisdom. Experience, 
that droll pedagogue, delights in 
dragging him through valleys and up 
peaks keeping his graduation like a 
rainbow’s promise always beyond- 
inspirational perhaps, but discourag- 
ing.—Mrs. R. J. Bath. 


———__———_ 


This Should Increase The 


Demand For Sponges 


sense, are most illusive. 


R. E. Doan of the Denver National 
Bank tells the following story which 
he thinks may well be applied to 
bank tellers. 

It happened in the eashier’s cage 
of a movie theatre. A customer 
bought a quarter ticket and threw 
down a half dollar. He walked away 
without waiting for his change. 

A friend of the cashier was in the 
cage with her and asked: 

‘*Does that happen very often ?”’ 

‘*Quite often,’’ replied the ticket 
seller. 

‘““What do you do in a ease like 
that?’’ 

‘*Oh, I rap on the window with a 


sponge. 
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